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AMERICA'S  INTERNATIONAL  TRADE  AS  AFFECTED  BY 
THE  EUROPEAN  WAR 

Bt  William  C  Rbdpield, 
Seoretaryof  Commerce,  Washingtrai,  D.  C. 

It  Ib  Bubstantially  accurate  to  aay  that  prior  to  the  outbreak 
of  the  European  war  there  were  three  great  competitors  for  the 
international  trade  of  the  world  whose  position  in  that  trade,  meas- 
ured by  the  respective  shares  of  business  done,  were  Great  Britain, 
Germany  and  the  United  States.  We  do  not  ignore  the  fact  that 
other  nations  held  an  important  place  in  the  same  markets.  France, 
Belgium,  Holland,  Italy,  the  Scandinavian  countries,  all  had  their 
share.  The  business  of  Belgium  was  large  in  proportion  to  her 
size.  The  share  of  France  was  one  peculiarly  individual.  No  one, 
however,  will  deny  that  the  three  great  nations  first  named  were 
preeminent  among  the  rest.  Each  of  these  three  showed  certain 
marked  and  different  characteristics  in  the  competition  which  they 
carried  on,  America  was  potentially  a  large  exporter  of  food. 
During  recent  times,  indeed,  when  her  own  crops  were  short,  she 
imported  food  largely,  but  this  has  been  reversed  as  current  records 
show.  Germany  was  regularly  an  importer  .of  foodstuffs.  Eng- 
land imported  a  very  large  portion  of  her  food  supply. 

The  competition  on  the  part  of  Germany  was  distinguished  by 
the  application  of  science  to  business  to  an  unparalleled  degree. 
Her  commercial  power  was  based  upon  research  and  upon  the 
application  of  the  facts  found  by  research  to  an  extent  imknown 
elsewhere.  To  this  scientific  spirit  she  added  thoroughness  in 
organization  and  preparation.  Her  men  were  not  only  organized 
but  were  trained  for  the  contests  of  commerce  as  they  were  for  those 
of  war.  She  presented  a  spectacle  of  organised  competence,  util- 
izing her  resources  in  men  and  material  more  effectively  than  anyone 
else.  She  was  steadily  buildii^  up  a  great  merchant  marine  as  the 
servant  of  her  conmierce  and  was  reaching  her  financial  fingers 
out  into  every  portion  of  the  world.  The  commerce  of  Great 
Britain  lacked  the  application  of  science  to  work.     It  was  not 
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highly  organised  in  the  German  sense.  It  was,  however,  backed 
by  the  lai^est  masses  of  free  capital  that  the  world  has  ever  aeen, 
and  her  trade  flowed  normally  from  English  ownen  in  foreign 
lands  to  English  producers  in  the  home  land.  Abroad  it  was  financed 
by  British  banks  controlled  by  British  owners;  at  sea  it  was  trans- 
ported by  British  ships;  in  lAndon  the  British  foreign  banks  kept 
their  reserves,  and  io  Great  Britun  the  goods  were  made  by  British 
capital  and  British  labor.  It  was  a  British  net  that  was  spread 
out  all  over  the  world  to  get  within  its  folds  all  that  was  best  com- 
mercially. It  was  backed  by  commercial  courage -of  the  highest 
order  and  by  tenacity  of  purpose  that  was  admirable.  To  both 
Great  Britun  and  Germany  foreign  trade  was  the  very  essence  of 
prosperity.  The  organization  of  the  German  Empire  was  operated 
in  its  favor.  Each  nation  regarded  it  as  the  goal  to  which  its  best 
efforts  should  be  directed.  Control  of  the  world's  markets  was  to 
each  of  them  a  supremely  important  thing. 

The  third  competitor,  ourselves,  looked  on  the  matter  in  a  very 
different  way.  We  had  neither  the  capital  of  Great  Britun  nor 
any  comparable  ownership  of  enterprises  abroad  from  -which  we 
might  draw  commerce.  We  had  no  banks  in  foreign  fields;  and  few 
lines  of  vessels  under  our  own  control.  We  did  not  use  the  scien- 
tific methods  of  Germany,  and  our  commerce  as  a  whole  lacked 
organization.  It  is  still  the  custom  of  some  in  our  land  to  speak  with 
a  smile  of  the  scientific  man  as  if  between  him  and  the  practical 
worker  were  a  great  gulf  fixed.  The  union  between  science  and 
industry  is  far  from  complete.  One  has  but  to  look  over  the  mail 
of  the  Bureau  of  Standards  to  see  how  far  removed  many  if  not  most 
of  our  industries  are  from  any  touch  with  scientific  research.  In  this 
respect  there  could  be  no  sharper  contrast  drawn  than  that  between 
Germany  and  ourselves,  just  as  in  the  respect  of  financial  power  in 
the  world's  markete  a  similar  sharp  contrast  might  have  been 
drawn  between  Great  Britain  and  ourselves.  It  would  almost 
seem  upon  the  surface  of  things  as  if  lackii^  the  scientific  applica- 
tioD,  lacking  the  organization  and  the  men  prepared  by  training 
for  the  work,  wanting  the  investments  abroad  and  the  financial 
institutions  in  the  foreign  field  which  have  been  the  strength  of 
English  commerce,  truned  in  large  part  to  believe  among  ourselves 
that  we  could  not  compete  in  the  foreign  markets  for  various  domes- 
tic reasons,  it  would,  I  say,  seem  almost  impoeuble  for  us  to  enter 
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the  market  of  open  competition  with  the  giants  of  oonmterce  and 
win  for  ourselves  a  place  therein.  This,  however,  would  leave  out 
certain  elements  in  the  American  character  quite  as  effective  in 
their  way  as  the  methods  and  the  means  used  by  our  competitors. 

The  American  mind  is  singularly  quick  and  alert.  If  we  lack 
a  highly  organized  commerce,  we  in  a  measure  replace  it  with  a 
highly  individualized  conunerce.  We  are  not  bound  by  precedent 
or  by  tradition.  For  ihe  way  things  have  been  done  in  the  past  we 
have  as  little  respect  as  we  have  patience  for  the  slow  plodding 
research  into  final  causes.  We  have  a  singular  mechanical  aptitude 
with  great  inventive  capacity.  To  see  a  thing  done  awakens  the 
deore  in  us  to  do  it  better.  This  inventive  skill  and  mental  alert- 
ness, combined  with  high  individual  initiative,  have  carried  us  far. 
If  to  them  we  shall  ever  add  the  scientific  outlook  and  the  financial 
power  which  our  two  great  competitars  have  had,  we  shall  go  far 
indeed.  It  is  because  in  both  these  respects  we  seem  to  be  advanc- 
ing that  I  feel  more  hopeful  than  ever  for  the  building  of  a  great 
structure  of  American  commerce  abroad  on  a  substantial  and  per- 
manent foundation.  Such,  briefly  and  inadequately  deacribed, 
were  the  three  great  competitor. 

Ijet  us  now  for  the  moment  consider  on  what  economic  basis 
foreign  trade  rests.  It  goes  without  saying  that  international 
trade  is  of  a  highly  competitive  character.  The  best  brains  of  the 
most  highly  developed  peoples  are  active  in  it.  It  is  an  arena  for 
commercial  athletes.     It  calls  for  the  beat  of  brain  and  body. 

Therefore,  before  going  either  into  review  or  forecast  let  us 
consider  some  facts  about  the  basis  of  competition.  There  are 
mauy  men  who  think,  or  of  whom  it  would  perhaps  be  just  to  say 
that  they  talk  as  if  they  thought,  that  competition  is  solely  a  matter 
of  price.  The  cheapest  goods,  say  they,  get  the  market.  Unless, 
as  they  believe,  one  can  sell  as  cheaply  as  or  more  cheaply  than 
others,  one  cannot  compete  with  them.  When  one  hears  this  view 
which  appears  in  many  forms  in  press  and  in  talk,  one  is  reminded 
of  the  proverb :  "All  generalizations  are  false,  including  this  one. " 

There  is  so  much  of  truth  in  the  suggestion  that  price  is  the 
essence  of  competition,  and 'so  much  of  current  custom  in  it,  so 
much  of  trade  actually  centers  around  it  that  it  is  ea^  to  overlook 
the  grave  errors  which  so  sweeping  a  generalisation  involves.  There 
is  no  one  of  you  who  does  not  frequently  buy  an  article  at  a  higher 
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price  than  that  at  which  it  is  possible  to  obtain  a  substitute  which 
might  be  made  to  serve.  There  is  no  one  of  you  who  does  not  at 
times  prefer  cake  to  crackers.  This  is  because  you  like  the  taste 
of  cake.  Now  the  relation  of  the  cake  to  the  crackers  is  one  which 
illustrates  an  economic  truth..  The  crackers  may  do,  but  you  prefer 
the  cake.  Stated  differently,  the  element  of  taste  has  come  in  to 
affect  the  matter.  Undoubtedly  it  was  possible  for  every  one  of 
you  to  have  purchased  clothing  at  lees  cost  than  that  in  which  you 
aow  make  so  good  an  appearance.  With  the  choice  before  you, 
however,  you  have  decided  to  buy  that  which  you  now  wear.  The 
element  of  design  in  fabric  and  in  cut  and  style  of  garment,  the 
element  of  color,  the  whole  wide-reaching  element  of  quality  has 
come  in  to  cause  you  to  pay  more  than  you  need  have  paid  for  that 
which  would  actually  serve  the  physical  purpose  of  clothing.  Al- 
ready in  so  simple  a  matter  as  eating  one's  supper  or  attending  this 
meeUog  there  have  been  developed  certain  factors  in  competition 
other  than  price,  and  these  factors  daily  affect  your  purchases  and 
those  of  everyone  else.  You  do  not  always  buy  the  cheapest  thing 
that  will  serve  the  purpose.  Hence  there  are  different  grades  of 
goods,  and  in  saying  grades  one  means  not  only  grades  of  quality 
but  grades  of  design  and  suitability  in  various  ways.  If  of  two 
articles  which  are  submitted  to  you  for  purchase  one  pleases  you 
and  the  other  does  not,  you  and  all  your  fellows  here  and  abroad 
will  pay  more,  or  at  least  more  willingly,  for  that  which  pleases  you 
than  you  will  for  that  which  pleases  you  not.  It  follows,  therefore, 
that  if  I  am  manufacturing  goods  for  the  foreign  market  there  are 
many  things  for  me  to  consider  beside  the  sole  question — can  I 
undersell  my  foreign  or  domestic  competitor?  As  a  matter  of 
fact,  since  you  and  I  choose  the  thing  which  pleases  us,  it  is  probably 
true  that  if  one  is  wise  he  tries  to  make  that  which  will  please  the 
fordgn  customer,  knowing  that  by  bo  doing  an  enhanced  price 
mt^  be  had.  If  one  is  sure  he  can  please  the  fordgn  buyer  he  may 
be  able  by  that  very  fact  of  pleanng  him  to  ignore  at  least  pai^ 
tially  the  question  of  price  competition. 

We  may  state  the  matter  differently  by  saying  that  in  some 
markets  certain  designs  or  colors  or  widths  or  textures  or  weights 
would  not  sell  at  any  price  at  all.  The  best  of  men's  heavy  worsteds 
or  overcoatii^  would  not  &nd  a  market  in  Java  at  five  cents  ayard. 
It  is  appreciated  that  these  statements  are  elementary,  but  they  are 
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stated  here  because  it  seems  as  if  a  number  of  those  who  discuss 
these  matters  require  certain  elementary  truths.  It  is  not,  there- 
fore, the  fact  that  in  a  factory  here  or  elsewhere  it  needs  to  be  true 
in  order  to  develop  a  foreign  trade  that  one  shall  make  his  goods 
cheaper  than  goods  of  a  similar  class  are  made  by  the  person  or  in 
the  country  with  which  one  wishes  to  compete.  If  it  is  true,  as  you 
all  know  it  to  be  true,  that  you  will  pay  for  an  article  which  suits 
you  more  than  you  will  for  one  which  does  not  suit  you,  then  it 
becomes  wise  for  the  factory  that  wishes  to  compete  to  find  what  its 
customer  wants  and  furnish  him  that.  In  so  doing  it  will  modify, 
if  not  remove,  the  priority  of  price  as  a  competii^  factor. 

There  are  industries  in  America  which  do  a  good  foreign 
business  chiefly  on  the  basis  of  other  elements  in  competition  than 
the  price  at  which  the  goods  are  sold.  I  have  always  thought  it  to 
be  a  weakness  of  the  protection  theory  that  it  necessarily  ran  on 
the  line  of  price  and  could  not  profess  or  attempt  to  be  protective 
of  competition  as  regards  quality,  design,  and  many  other  similai' 
elements  which  enter  constantly  and  at  times  controllingly  into  the 
processes  of  trade.  One  need  not  be  hopeless,  therefore,  about  a 
future  for  American  international  trade  even  if  it  were  true,  which 
it  is  not,  that  American  cost  of  production  per  unit  was  equal  to 
or  greater  than  that  of  every  country  to  which  we  derare  to  sell. 

It  forms  no  part  of  my  theme  today  to  discuss  the  broad  subject 
of  the  relative  cost  of  production  in  this  country  and  in  others.  Let 
us  be  content  with  pointing  out  what  nobody  ventures  to  deny,  that 
in  many  lines  of  activity  we  produce  the  desired  result  at  a  lower  cost 
than  elsewhere  in  the  world.  A  striking  example  is  the  railway.  It 
will  not  be  denied  that  railroad  wages  in  America  are  higher  than 
those  in  any  of  the  great  industrial  countries  of  Europe  with  which 
we  compete,  and  that  in  some  respects  our  equipment  is  more 
costly.  Neither  will  anyone  deny  that  American  railway  freight 
rates  are  lower  than  in  any  of  those  countries.  There  is  much  looee 
talk  about  the  cost  of  operating  vessels,  but  I  believe  it  is  correct  to 
say  that  in  three  important  spheres  American  vessels  are  now  oper- 
ating at  the  lowest  cost  per  ton  of  freight  carried  that  is  known.  I 
think  there  is  no  such  low  cost  of  carrying  bulk  freight  for  similar 
distancee  by  water  by  steam  as  that  upon  the  Great  Lakes  in  the 
specialized  steamers,  with  the  specialized  loadii^  and  unloadii^ 
apparatus  provided  for  them,  by  which  our  ore  and  coal  and  grain 
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on  the  Great  Lakes  are  now  carried.  A  possible  exception  to  this 
may  be  the  second  instance,  also  an  Ammcan  one,  namely  the 
carrying  of  coal  on  our  southern  rivers  and  Gulf  from  Alabama  to 
New  Orle&na  in  specialized  power  barges.  A  third  instance  is  the 
large  coasting  schooner  of  the  Atlantic  which  for  distances  of  250 
miles  or  over  is  probably  the  cheapest  known  form  of  transportation 
of  large  quantities  of  merchandise.  I  have  often  thought  that  a 
6eet  of  steel  schooners  with  auxiliary  power  constructed  for  transat- 
lantic voyages  would  permit  of  our  competing  on  equal  terms  as 
r^ards  cost  of  transportation  with  anyone  for  the  class  of  freight 
to  which  such  vessels  would  be  suited. 

So  well  known,  however,  are  the  facts  respecting  American 
costs  of  production  in  the  places  where  bnuns  are  thoroughly  mixed 
with  business  and  prejudice  does  not  exist  in  favor  of  industrial 
"standing  pat,"  that  I  need  bfutily  weary  you  by  dwelling  on  the 
subject. 

American  mining  machinery  is  used  by  fore^-owned  mines  in 
tiie  TransvaEd.  American  locomotives  pull  trains  on  the  railways 
of  many  foreign  lands.  Not  long  since  I  was  in  a  factory  making 
articles  of  women's  clothing  which  sold  its  goods  in  fifty  countries 
and  which  paid,  by  the  way,  nearly  double  the  wages  paid  in  certain 
mills  whose  owners  allege  th^  o&nnot  compete  with  PXirope.  It  is 
useless  to  tell  our  people  that  we  cannot  do  that  which  is  daily  beii^ 
done.  One  cannot  see  the  cargoes  outward  bound  in  normal  times 
in  our  great  seaports  and  look  with  much  patience  upon  the  tales 
of  our  inability.  I  know  of  no  nation  of  whose  industries  it  can  be 
said  that  all  its  factories  alwi^  produce  at  lower  cost  than  any 
factory  anywhere  else  in  the  world.  Neither  do  I  know  of  any 
nation  where  in  any  industry  there  are  not  great  inequalities  in  the 
cost  of  production  between  the  most  effective  and  the  least  effective 
establishment.  There  is  no  such  thing  as  a  German  basis  of  cost 
or  an  English  basis  of  cost.  The  costs  of  production  in  the  indus< 
tries  of  those  countries  are  not  alike  and  are  changing,  some  going 
up,  some  going  down.  On  the  whole,  it  is  true  that  the  application 
of  science  to  industry  in  Germany  has  favored  low  cost  of  produc- 
tion. It  is  because  of  this  that  Germany  has  prospered.  She  is 
not  a  land  which,  compared  with  ourselves  or  the  British  Empire 
at  large,  is  one  of  great  nattu-al  resources.  She  must  needs 
draw  raw  materials  for  many  of  her  industries  from  other  lands. 
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It  is  her  commerciEil  triumph  that  by  the  application  of  scieoce  to 
the  smalleet  processes  of  manufacturing  she  had  won  a  great  place 
in  the  world,  despite  numerous  handicaps,  by  the  pure  power  of 
brains  applied  to  work.  Much  discusuon  proceeds  on  the  basiB 
that  cost  of  production  is  a  fixed  thing.  It  is  nowhere  fixed.  It 
varies  in  time  and  in  place  everywhere  and  always.  It  cannot  be 
predicated  that  because  it  is  one  thing  in  one  mill  it  is  the  same  in  a 
similar  mill  near  by.  This  is  as  true  of  Germany,  of  Great  Britain, 
and  of  France  as  of  the  United  States. 

The  various  factors  described  have  so  operated  that  both 
Germany  and  the  United  States  in  the  last  few  decades  entered 
largely  into  the  foreign  field  and  challenged  the  supremacy  of  Great 
Britain  therein.  It  remains  to  be  said  that  in  our  own  case  the 
change  in  character  aa  well  as  in  volume  of  our  international  trade 
was  strikii:^.  We  long  ago  ceased  to  be  chiefly  exporters  of  food 
and  became  exporters  of  manufactures.  The  group  of  manufactures 
in  our  foreign  trade  before  the  war  broke  out  was  the  largest  of  all, 
and  in  this  group  the  item  of  fully  finished  manufactures  was  the 
largest  and  the  growing  factor.  We  were,  as  a  matter  of  fact,  in 
many  lands  the  wide  world  over  competing  succesafully  with  Ger- 
many and  Great  Britedn  in  the  very  field  in  which  they  were 
thought  preeminent,  namely,  the  field  of  manufactures. 

Thus  stood  conditions  when  the  war  broke  out.  It  came  upon 
us  with  a  shock  and  it  wrought  upon  us  revolution.  The  shock  is 
long  ago  absorbed.  The  revolution  is  still  going  on,  bearing  us  with 
it.  Cautionary  signals  were  not  wanting  before  the  stroke  of  war 
fell.  For  about  two  years  before  the  war  the  currents  of  finance, 
which  ordinarily  flow  out  from  the  treasure  centers  of  Europe  into 
the  arteries  of  commerce  throughout  the  world,  were  chilled  in  th^r 
courses.  The  instinct  of  capital  which  makes  it  quick  to  take  alarm 
felt  vaguely  that  something  might  be  afoot.  Hence  the  arrest  of 
the  outward  flow  and  the  beginning  of  an  inward  one.  The  tenta- 
cles reaching  out  into  all  lands  grasped  such  cash  as  was  liquid  in 
them  and  drew  it  home  and  the  great  reserves  of  the  European 
continent  began  to  expand  and  a  corresponding  depression  began 
to  be  widely  felt.  People  were  not  as  well  able  to  buy  as  they  had 
been  and  therefore  less  could  be  sold;  enterprise  slackened  its 
footsteps  and  business  checked  its  career.  Meanwhile  the  reserves  of 
Europe  grew  as  if  expecting  the  thing  which  happened  when  August 
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ot  last  year  came.  At  this  time  we,  unlike  our  competitors,  were  a 
debtor  natioD.  They  were  creditors.  It  was  not  in  our  power  to 
draw  from  the  currents  of  trade  the  lifeblood  of  gold.  We,  on  the 
other  hand,  were  owing  largely  both  in  funded  and  in  floated  debt. 
When  the  blow  smote  us  it  found  us  unready. 

It  is  not  necessary  to  review  the  history  of  the  critical  months 
of  August  and  September  last.  I  can  never  think  of  this  period 
without  thankfulness  to  the  men  in  private  business  and  finance  who 
with  great  courage  and  wise  resource  pulled  us  through  those  trying 
weeks.  I  hope  they  will  acknowledge  as  freely  that  the  government 
did  what  it  was  able  then  to  do  to  the  same  end.  We  are  concerned, 
however,  chiefly  to  consider  what  the  extraordinary  change  is  which 
has  come  over  the  face  of  our  foreign  trade  since  these  things  were 
done.  A  floating  debt  of  perhaps  four  hundred  million  dollars  has 
been  paid  in  goods  and  not  in  gold.  Some  of  the  gold  we  had  exr 
ported  to  pay  what  we  owed  before  the  war  has  come  back  to  us  in 
payment  of  debts  due  to  us.  We  have  built  up  a  huge  balance  of 
credit.  It  amounts  since  the  first  of  December  to  over  six  hundred 
million  dollars.  We  are  not  stru^ling  now  to  pay  what  we  owe. 
We  not  only  owe  less  than  we  did  but  we  are  spending  much  less 
than  we  were.  We  are  savii^  money  as  a  nation  at  an  astonishing 
rate.  The  nations  of  the  world  turn  to  ub  for  cash.  It  is  probably 
not  too  much  to  say  that  in  direct  loans  and  credits  since  the  war 
broke  out  we  have,  in  addition  to  paying  our  own  floating  debt, 
(pven  financial  assistance  to  others  to  an  extent  in  excess  of  two  hun- 
dred tmllion  dollars.  The  nations  turn  to  us,  both  belligerent  and 
neutral,  not  only  to  furnish  them  goods  but  to  loan  them  the  money 
with  which  to  pay  for  the  goods  they  buy  from  us.  For  the  first 
time  in  your  lives  you  have  seen  the  advertisements  of  great  foreign 
loans  in  our  daily  papers  and  have  known  that  the  money  from 
those  loans  was  to  be  expended  among  us  for  the  purchase  of  the 
products  of  our  factories.  Only  the  superficial  think  that  the  mass 
of  these  loans  and  the  bulk  of  these  sales  concern  munitions  of  war, 
as  they  are  called. 

We  are  selling  to  the  neutral  peoples  great  volumes  of  goods  to 
make  good  the  shortage  in  the  supply  they  have  heretofore  taken 
from  other  sources  now  cut  off  by  the  war  and  vast  quantities  of 
food  both  to  warring  and  neutral  peoples.  Whatever  the  details, 
one  fact  remains  clear.     We  are  lending  the  world  money  and  we  are 
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selling  the  world  goods,  and  both  to  such  an  extent  that  our  fordgo 
financial  outlook  and  the  condition  of  our  export  trade  have  taken 
on  within  ten  months  an  entirely  new  significance.  That  which 
was  strange  is  becoming  familiar.  Peoples  whom  we  did  not  inti- 
mately know  are  borrowing  large  sums  from  us  and  tendering  ua 
large  orders.  A  new  spirit  has  come  into  our  commercial  fife;  a  new 
sense  of  relationship  to  others  and  of  our  power  to  help  them  and 
of  our  ability  to  supply  them.  The  change  which  has  come  over 
our  commercial  life  is  not  unlike  that  which  took  place  when  with 
the  close  of  the  Spanish  War  we  realized  that  a  new  vision  of  our  own 
place  in  the  world  had  come  to  us.  That  was  a  sense  perhaps 
chiefly  of  a  new  political  importance  in  the  world's  councils.  This 
is  a  sense  of  a  new  financial  and  industrial  power.  Would  that  we 
had  been  fully  ready  for  the  opportunity.  It  is  our  misfortune 
rather  than  our  fault  that  at  a  time  when  we  were  struggling  liaid  to 
pay  debts  for  which  creditoia  were  insiateot^  we  were  not  able  to 
loan  largely  to  those  of  our  sister  nations  who  wpr»  nt^Hy  anH  ^}in 
could  get  f^grfu  ntiwhpfp  p'«q  Not  so  much  in  excuse  is  to  be  said 
for  our  commercial  unreadiness  to  utiliEe  the  opportunity.  There 
have  not  been  wanting,  indeed,  men  of  light  and  leadii^,  equipped 
with  knowledge  and  experience  in  the  foreign  field,  appreciating 
its  value  to  our  commerce,  ready  to  deal  with  this  crisis  in  a  broad 
and  intelligent  way.  It  is  fortunate  indeed  for  us  that  there  have 
been  such  and  so  many  of  them.  The  spectacle  on  the  whole,  bow- 
ever,  has  been  too  much  that  of  industrial  inertia — much  more 
concerned  with  parochial  pessimism  than  with  a  broad  and  cour- 
ageous outlook.  Training  in  national  inability  had  done  its  work, 
and  when  the  hour  of  opportunity  struck,  relatively  few  of  us  were 
ready  to  take  the  step  of  progress. 

Try  now,  as  we  have  tried,  to  find  trained  men  of  business 
speaking  at  least  one  foreign  language  well  and  familiar  with  the 
customs  of  other  lands  and  see  how  sadly  few  there  are.  Go  among 
our  industries  and  test  the  knowledge  of  the  great  world  and  see  how 
it  compares  with  the  thorough  training  in  the  German  business 
world.  We  must  not  generalize  too  broadly  or  forget  the  many 
men  whom  this  opportunity  has  inspired.  Yet  on  the  whole  there 
is  much  that  is  supine.  There  is  contentment  with  industrial 
dependence.  If  once  there  could  be  a  year  of  that  devotion  which 
has  sent  the  sons  of  the  belligerents  to  the  war  directed  in  our 
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own  land  to  pushing  forward  the  power  of  American  oommeroe 
and  industry  throughout  the  globe,  we  should  alter  the  face  of  things 
in  the  world's  markets.  One  cannot  wisely  be  pessimistic  however. 
It  is  perhaps  too  much  to  expect  that  the  outlook  of  our  people 
should  change  in  the  mass  as  rapidly  as  circumstances  themselves 
have  altered.  It  is  a  fact  that  we  are  looking  outward  more  and 
more  and  are  less  and  less  nursing  our  inward  and  relatively  petty 
troubles.  We  see  in  our  every  morning's  mail  the  cry  on  the  part 
of  commerce  and  industiy  for  knowledge;  the  outreach  into  untried 
fields.  We  note  with  gladness  the  placing  of  American  banks 
abroad  and  we  honor  the  courage  and  the  foresight  of  the  men  who 
do  this  thing.  We  see  that  research  is  winning  her  place  in  our 
industries  and  we  hope  and  believe  her  place  is  to  be  a  large  one. 
The  days  of  the  rule  of  thumb  are  passing  and  it  is  a  good  ugn  that 
men  are  sensitive  about  being  inefficient.  In  all  this  there  are  the 
be^nnings  of  a  new  and  a  better  day  whose  sun  will  see  the  peaceful 
flag  of  America  canied  on  helpful  and  commercial  errands  far  and 
wide. 

It  is,  perhaps,  nay,  it  is  doubtless,  risky  to  foretell  what  the 
ultimate  effects  of  the  current  war  shall  be  upon  our  commerce.  We 
know  where  we  were  before  the  war  began— a  great  and  growing 
competitor  of  others  who  had  many  advantages  over  ub.  We  know 
where  we  are  now  while  the  war  goes  on — the  one  great  industrial 
and  commercial  country  which  is  at  peace  and  certain  to  remain  so. 
We  know  that  there  is  no  other  land  in  which  a  foreign  buyer  can 
place  an  order  requiring  months  for  its  execution  with  the  reasonable 
certainty  that  the  alarms  of  war  will  not  delay  it.  We  know  that 
we  are  gasung  over  from  the  debtor  to  the  creditor  stage;  that  our 
floating  debt  is  paid  and  much  of  our  funded  debt  aa  well,  and  that 
we  are  paying  more  interest  to  ourselves  and  less  to  others.  These 
things  we  know  and  are  glad  that  they  are  so.  No  one  with  vision  to 
see  but  sees  that  the  United  States  holds  a  unique  position  and  one 
of  great  dignity  in  the  world  today.  What  shall  the  future  be? 
This  may  not  be  answered  broadly,  but  certain  things  we  think 
we  see  are  su^estive. 

Ooe  of  our  great  contpetitors  has  for  eight  months  been  out  of 
the  market.  No  one  has  suffered  from  her  competitioQ  during  that 
period.  Another  and  a  lesser  competitor  has  also  been  excluded.  A 
third  great  competitor  has  been  so  intensely  occupied  in  the  struggle 
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aa  to  be  unable  to  suataiD  at  highest  pitch  in  other  fields  the  com- 
mercial enterprisea  which  have  made  her  great,  and  a  fourth,  having 
much  of  her  industrial  territory  occupied  by  hostile  troops,  is  in  a 
measure  crippled  thereby  in  her  foreign  trade.  We  know  that  in  an 
industrial  organisation  continuity  is  a  vital  factor.  One  of  the 
weak  spots  in  the  factories  that  pay  small  wages  is  the  changing 
character  of  their  working  force  normal  to  such  conditions,  which 
always  means  enhanced  cost  of  production.  Continuity  of  opera- 
tion, keeping  the  staff  together,  holding  the  organisation  intact, 
these  are  cardinal  principles  of  industry.  Absence  from  the  market 
is  a  hurtful  thing.  You  insure  your  factory  against  direct  loss  by 
fire  and  against  use  and  occupancy,  but,  if  you  burn,  the  loss  of 
buBineaa  during  the  months  taken  to  rebuild  is  often  serious.  Those 
of  our  competitors  who  have  been  out  of  business  will  find  it  imprac- 
ticable to  pick  up  the  threads  just  where  they  were  broken.  Those 
of  our  competitors  whose  continuity  of  operation  has  been  broken 
will  find  it  impracticable  to  operate  soon  just  as  they  did  before  the 
break.  The  customers  of  these  nations  have  not  ceased  consuming 
while  the  nations  have  been  absentees.  They  have  gone  elsewhere 
for  the  goods  they  need  and  they  may  have  found,  and  doubtless  to 
some  degree  will  have  found,  goods  that  please  them  in  the  new 
places.  In  such  a  case  the  work  of  commercial  conquest  must  be 
done  over  if  the  business  is  to  be  turned  back  into  its  old  channels. 
It  will  not  be  so  easy  to  make  the  conquest  anew  if  the  organization 
that  sustained  it  in  the  first  instance  has  ceased  to  exist  and  must 
itself  be  re-created. 

Two  factors  then  will  affect  America  favorably  in  the  coming 
dajrs.  One  is  the  loss  of  good  will  by  her  competitors  through 
enforced  absence  from  business.  The  other  is  the  injury  to  her 
competitors  through  broken  or  suspended  organisation.  This  is 
not  all.  The  organisation  in  many  cases  has  not  only  been  broken 
or  suspended  but  the  units  which  composed  it  have  been  slain.  It 
would  be  hard  to  find  a  factory  in  the  belligerent  lands  which,  were 
all  its  former  staff  called  to  assemble  today,  would  not  have  many 
gaps  in  the  ranks.  This  would  be  true  both  of  the  working  and  the 
managing  staff.  Many  a  truned  hand  and  many  a  guiding  brun 
are  gone  and  others  are  goii^.  Bad  as  are  the  loss  of  good  will  and 
the  disruption  of  organization,  far  worse  is  the  lose  of  the  skilled 
hand  and  the  trained  mind.    These  are  not  to  be  replaced  by  going 
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into  the  market  places.  They  moBt  be  found  aod  taught  anew.  It 
must  in  this  connection  be  remembered  that  the  fighting  forces  have 
coQsiflted  of  men,  many  if  not  most  of  whom  were  at  the  height  of 
thor  earning  power,  and  that  the  economic  loss  is  not  to  be  reckoned 
as  so  many  human  unita  merely  but  at  the  loss  of  productive  power 
which  these  particular  units  represent. 

War  has  this  stupendous  foUy  that  it  destroys  most  rapidly 
those  we  need  the  most.  This  process  has  idready  gone  on  to  a 
frightful  cost.  It  continues.  What  the  end  may  be  no  one  can 
say  Bare  only  this  that  so  far  as  it  goes  it  means  growing  a  greater 
weakness.  Every  day  means  a  loss  of  good  will.  Every  day  means 
more  cost  from  the  broken  organieation.  Every  day  destroys  the 
material  with  which  alone  that  organization  is  in  time  to  be  replaced. 
In  many  an  industrial  center  factories  and  their  equipment  have 
been  physically  destroyed,  and  where  all  was  industry  nothing 
tangible  survives.  Here  must  an  industry  be  built  anew  from  the 
very  ground,  and  when  it  is  built  must  take  up  anew  the  work  of 
making  its  place  in  the  world  under  the  conditions  we  have  described. 
There  has  been  enormous  waste  of  things  which  must  be  replaced, 
and,  ere  the  normal  currents  of  business  can  flow,  millions  must  be 
spent  to  provide  the  means  of  transit  and  exchange.  Some  of  the 
%hUng  nations  have  thus  far  escaped  in  any^laige  measure  the 
actual  physical  destruction  of  thdr  industries.  What  shall  be  done 
to  them  before  the  war  shall  end  one  cannot  say.  So  far  as  this 
goes  it  means  building  up  from  the  bottom  with  painful  steps  and 
slow  that  which  was  before  lusty  and  full  grown.  The  circumstances 
under  which  this  rebuilding  shall  be  done,  whether  it  be  the  rebuild- 
ing of  the  physical  factory  or  of  the  entire  good  will  or  the  broken 
organisation,  whether,  I  say,  it  be  one  or  all  of  these,  and  it  must 
in  most  cases  be  at  least  two  of  them  and  in  many  cases  all,  will  be 
circumstances  of  peculiar  hardship. 

No  one  will  deny  that  taxes  will  be  heavier  after  the  war  or 
that  before  the  war  they  were  deemed  burdensome  and  now  are  to 
be  more  so.  The  price  must  be  paid  and  it  can  only  be  paid  by 
taxation.  More  will  therefore  be  taken  out  of  purses  that  are  more 
nearly  empty  than  they  were  before  with  which  to  pay  the  coat  of 
the  frightful  folly  in  which  men  have  indulged.  The  purses  will 
be  more  nearly  empty,  I  have  said,  because  capital — the  people's 
savings,  the  nation's  wealth — has  been  wasted  in  deetruotjon  as 
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never  before.  Even  to  the  victor  the  cost  of  victory  will  be  enor^ 
mouB,  and  to  those  who  besides  have  lost  home  and  furniture  and 
workshop  and  equipment  and  many  things  else,  who  live  in  the 
towns  or  Tillages  that  have  ceased  to  be,  to  them  there  must  be 
poverty  indeed.  The  debt  must,  however,  be  paid,  and  there  will 
be  lees  with  which  to  pay  it  and  capital  will  not  be  had  at  the  same 
price  to  restore  a  ruined  industry  at  which  it  could  be  had  to  keep 
that  same  industry  moving  in  the  prosperous  days  of  yore.  Say 
what  he  will,  cheer  himself  aa  he  may,  the  manager  of  industry  in 
the  belligerent  countries  knows  very  well  that  his  future  path  is  no 
easy  one.  If  it  be  hia  ill  fortune  to  be  in  the  very  seat  of  war  itself, 
the  task  will  be  alow  and  aerioua  indeed.  How  long  it  may  take  will 
depend  upon  the  extent  to  which  the  process  of  destruction  goea  on. 
A  single  bomb  may  in  a  moment  destroy  that  which  a  year  will 
hardly  replace.  A  single  bullet  may  as  truly  destroy  the  highly 
specialized  brain  which  cannot  be  replaced.  We  have  no  precedents 
on  which  to  go,  for  there  haa  not  been  a  world-wide  war  mnce  the 
industrial  system  waa  founded.  But  we  may  be  reasonably  sure 
that  the  recovery  will  be  not  sudden  but  alow  and  that  its  poasibility 
and  degree  will  depend  upon  the  extent  of  exhaustion  which  the 
combatants  permit  themselves. 

We  may  not  deny  that  incidental  advantages  may  come  of 
great  value  to  one  or  another  of  the  belligerente  which  will  in  a 
measure  compensate  in  time  for  the  sacrificee  made.  We  are,  of 
course,  familiar  with  the  wonderful  recoveries  our  own  cities  have 
made  from  overwhelming  disaster.  The  new  San  Francisco,  to 
which  many  are  flocking  now,  is  a  marvel  of  the  time.  Neverthe- 
less, the  loss  of  the  old  remains  a  true  loss,  absorbed  indeed  by  the 
abounding  economic  power  of  our  people,  but  we  should  have  been 
just  so  much  richer  had  it  not  happened.  I  take  it,  the  loas  in  San 
Francisco,  great  and  painful  as  it  was  and  not  to  be  minimised  or 
mentioned  lightly,  was  yet  by  comparison  trivial  to  that  which 
weekly  has  gone  on  for  many  months  abroad  with  added  elements  of 
economic  weakness  which  make  the  situation  worse  than  at  first  it 
aeemed. 

The  suggeation  of  incidental  advantages  that  may  grow  out  of 
the  war  leads  to  some  interesting  speculations.  How,  for  example, 
is  Africa  to  be  affected?  The  projected  Cape  to  Cairo  rwlway,  now 
in  operation  for  long  distances  northward  from  the  south  and  south- 
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ward  from  the  north,  seemed  to  find  an  obBtacle  in  the  conditions 
near  lAke  Tanganyika.  This  great  inland  sea,  four  himdred  miles 
in  length  and  but  about  thirty  wide,  touches  British  territory  indeed 
at  both  extremes,  but  itsentire  western  front  is  Belgian  territory  (the 
Kongo),  and  its  eastem  shore  was  German  territory  (German  East 
Africa) ,  Were  either  of  these  powers  hostile,  the  line  of  communica- 
tion might  be  cut,  and  under  present  conditions  it  would  be  seriously 
threatened  had  it  been  built.  Is  one  of  the  results  of  the  war  to  be 
the  removal  of  these  restraints  and  the  aseuranoe  that  the  gr«at  rail- 
way may  safely  proceed  through  its  entire  course?  What  about 
crossing  Africa  from  east  to  west?  The  last  link  in  the  line  of  rail- 
way and  steamship  communication  from  the  Atlantic  to  the  Bel^an 
frontier  of  the  Kongo  at  Lake  Tanganyika  was  completed  but  a  few 
weeks  since.  A  German  railway  through  German  East  Africa  now 
runs  from  Tanganyika  to  the  sea.  It  is  ther^ore  now  physically 
possible  to  cross  the  African  continent  by  rail  and  steam.  Fart  of 
the  line,  however,  is  in  ffte  territory  of  a  nation  hostile  to  that  which 
owns  the  rest.  Is  one  of  the  results  of  the  war  to  be  the  setting  free 
of  this  great  transcontinental  route  from  the  restraints  which  are 
now  imposed  upon  it? 

Are  we  to  see  the  release  of  Russia  from  the  restraints  that 
have  hitherto  always  bound  her?  Are  the  Dardanelles  and  Bos- 
porus to  be  open  doors,  wide  apart  without  restraint,  to  the  com- 
merce of  the  great  Russian  people?  Are  her  wheat  and  oil  and  other 
products  to  be  free  from  all  hindrance  henceforth  by  this  route? 

Finally,  and  not  least  important,  turning  to  Asia,  what  is  to 
become  of  the  Bagdad  railroad?  Something  like  a  thousand  miles 
of  it  have  been  built  by  German  capital.  Its  eastern  outlet  on  the 
Persian  Gulf  is  now  held  by  the  British.  Cyprus  and  Egypt,  British 
possesmons,  are  near  its  western  terminal.  A  glance  at  the  map  will 
show  this  to  be  a  short  line  to  India  which  would  economise  greatly 
over  the  passage  through  the  Red  Sea  and  around  Arabia.  Is  India 
to  be  thus  moved  a  day  or  two  nearer  Europe,  and  another  portion 
of  the  burden  of  distance  taken  away? 

It  hardly  needs  to  be  said  that  any  one  of  these  things  will  have 
f  fu^reacbing  importance  and  all  of  them  seem  to  be  among  the  cards 
on  the  table  waiting  to  be  played.  If  all  of  them  are  cast  into  the 
crucible  of  progress  to  come  forth  in  useful  form,  they  are  quite  aS 
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likely  to  affect  the  commeroe  of  the  world  and  with  it  that  of  America 
as  aeriously  as  did  the  Suez  or  the  Panama  Canal. 

What  the  effect  of  all  theee  conditions  upon  American  inters 
national  trade  is  to  be  cannot  be  limited  or  defined,  but  it  would 
seem  plun  that  our  resources  are  undiminished,  our  capital  aecure, 
our  labor  safe,  that  we  are  saving  when  others  are  losing,  that  we 
are  living  when  others  are  dying,  that  with  ua  the  path  is  upward 
and  with  them  it  is  in  large  measure  downward.  It  seems  certain 
that  one  result  is  to  be  our  own  greater  industrial  independence. 
We  have  learned  that  for  us  to  depend  upon  any  one  foreign  source 
of  supply  for  articles  of  necessity  is  to  be  in  a  position  at  once  dan- 
gerous, ex[>en8ive  and  humiliating.  We  shall  hardly  be  content 
to  rest  long  in  such  a  position  now  that  our  notice  has  been  sharply 
directed  to  it.  I  hope  we  shall  include  among  the  humiUations 
thus  to  be  thrown  off  that  of  depending  upon  others  for  the  trans- 
portation of  our  sea-borne  trade.  It  is  not  fit  that  the  commerce 
which  is  of  our  very  life  should  be  in  the  control  of  others  than  our- 
selves. We  have  been  of  late,  but  we  ought  not  to  be,  depending 
upon  foreign  navies  for  the  privilege  of  transporting  the  goods  which 
it  was  necessary  for  ua  both  to  buy  and  sell.  This  fact,  once  known 
and  realized  amoi^  us,  will  not  long  continue  to  exist  among  a  proud 
and  self-reliant  people. 

I  do  not  forget  the  ideals  for  which  the  combatants  fight  nor 
underestimate  the  really  spiritual  forces  which  are  the  impetus  to 
the  strife  for  these  ideals.  There  is  a  side  of  war  in  its  devotion  to 
cause  and  country,  in  its  willingness  to  spend  all  for  what  that 
country  needs,  and  in  its  heroism  which  is  strong  and  fine.  Never- 
theless, we  are  speaking  of  trade,  and  economic  destruction  is  not 
made  good  even  with  the  highest  ideals  save  over  loi^  years  of 
atonement. 

It  seems  clear  to  me  that  if  we  do  our  part  we  shall  change  our 
place  among  the  great  competitors.  The  world  is  never  the  economic 
gainer  in  the  last  analysis  by  war.  The  losses  must  be  absorbed 
and  we  must  do  our  share  of  absorbing,  but  in  the  process  of  absorp- 
tion places  relative  to  one  another  may  be  exchanged.  No  one,  I 
think,  would  be  surprised  to  find  the  United  States  second  in  the 
world's  competition,  nor,  if  the  war  shall  loi^  continue,  be  astonished 
to  find  her  first.  It  depends,  of  course,  not  merely  on  what  is 
destructively  done  yonder  but  on  what  is  constructively  done  here,. 
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If  we  are  willing  to  lay  aside  passion  and  prejudice  and  partisanshtp, 
to  look  at  things  with  an  international  instead  of  a  parochial  view- 
point, to  realize  that  effectiveness  is  patriotism  and  that  inefficiency 
is  unpatriotic;  if  we  are  ready  to  give  up  inertia  and  take  a  step 
forward  out  of  ourselves  to  the  help  of  othera;  if  we  remember  that 
commerce  is  mutual  exchange  to  mutual  benefit  and  not  a  species  of 
industrial  war;  if  we  can  leam  the  lesson  that  the  well-paid  workmiui 
is  the  cheapest  producer  and  that  science  must  be  applied  to  indufr- 
try  if  we  are  to  win;  if  these  things  can  be  done  I  see  do  reason  why, 
with  our  resources  and  intelligence  and  organization,  we  may  not 
become  the  first  among  the  world's  great  trading  nations.  We 
shall  have  to  give  up  a  good  deal  if  we  are  to  reach  that  goal-  We 
must  abandon  mutual  distrust  and  pull  together.  We  must  not 
think  that  gain  made  in  any  way  that  greed  may  dictate  is  a  thing 
that  the  conscience  and  spirit  of  America  will  permit.  We  must 
remember  that  in  industry  a  social  wrong  makes  no  economic  right 
and  that  factories  cannot  be  so  operated  as  to  injure  our  fellow 
creatures  for  our  own  personal  gain.  The  men  and  the  women  in  the 
mill  and  the  children  kept  out  of  the  mill  must  have  their  chance. 
We  shall  not  gain  by  grinding,  but  by  growing.  The  law  of  grasp 
and  gouge  is  not  the  law  of  business  permanence.  That  which  ia 
socially  undesirable  cannot  continue  commercially  profitable.  We 
cannot  win  in  the  world's  markets  by  driving  men  and  women 
employed  st  the  lowest  market  rate  that  poverty  requires  them  to 
accept,  but  by  leading  our  fellow  men  in  such  wise  that  their  respon- 
siveness to  our  leadership  will  draw  forth  rewards  for  them  adequate, 
yes,  ample,  and  for  those  who  lead  returns  beyond  th^  dreams  in 
personal  power  and  in  filled  purses,  too.  For  our  beloved  country 
the  result  of  these  conditions  would  be  that  supremacy  in  the  world 
of  which  we  dream,  for  which  we  pray,  and  of  which  we  hope  that 
it  shaU  be  peaceful  because  it  is  powerful  and  powerful  because  it  is 
filled  with  the  spirit  of  peace. 
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THE  FUTURE  OF  AMERICA'S 
FOREIGN  TRADE 

Bt  TEniODOBE  H.  Pbicb, 
New  York. 

The  future  of  any  trade  or  buaineae  is  dependent  upon  two 
factors  that  are  fundamental,  One  is  the  cost  of  producing  the 
things  that  are  to  be  sold,  and  the  other  is  the  need  for  them  and  the 
purchaung  power  of  those  who  are  likely  to  feel  that  need. 

In  regard  to  America's  ability  to  produce  the  raw  material, 
of  which  two-thirds  of  our  export  trade  has  hitherto  been  comi>osed, 
at  a  cost  which  will  enable  us  to  compete  successfully  with  the  rest 
of  the  world,  there  can  be  little  doubt. 

We  shall  doubtless  continue  to  be  able  to  produce  cotton, 
com,  wheat,  tobacco  and  other  agricultural  staples  just  as  cheaply 
as  they  can  be  grown  elsewhere. 

There  is  a  fear  that  after  the  war  is  over,  and  the  millions  of 
men  now  at  the  front  have  returned  to  peaceful  industry,  we  shall 
be  unable  to  compete  with  the  cheap  labor  of  Europe,  and  that 
in  consequence  we  shall  lose  whatever  trade  in  manufactured  goods 
we  may  have  been  able  to  develop  during  the  military  preoccupation 
of  Germany,  France  and  England,  who  are  our  chief  comfwtitors. 
It  is  because  of  this  fear  and  upon  this  theory  that  the  voice  of  the 
Protectionist  is  already  heard  in  the  land,  urging  that  a  high  tariff 
shall  be  re-enacted  so  that  our  home  demand  may  at  least  be 
preserved  for  American  industry. 

Whether  the  apprehension  that  is  professed  with  regard  to 
the  possible  effect  of  the  war  in  reducing  the  cost  of  manufacturing 
abroad  is  justifiable,  It  is  difficult  to  say.  We  are  facing  unprece- 
dented conditions,  and  the  outcome  is  almost  beyond  human  ken. 
It  has  been  calculated  that  if  the  war  lasts  a  year,  or  until  the  first 
of  August  next,  the  national  debt  of  the  belligerent  nations  will 
approximate  (42,000,000,000.  Adding  to  this  the  indebtedness 
of  cities  and  other  political  sub-divisions  of  the  countries  at  war, 
there  is  a  total  of  probably  not  less  than  fifty  billions  of  dollars,  the 
interest  on,  and  amortization  of,  which  will  have  to  be  provided  for 
17 
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by  taxes,  which  will  be  liud  upon  an  aggregate  population  of  about 
3^,000,000  persona.  This  populatiou,  therefore,  faces  an  indebt^ 
edness  of  about  $160  per  capita. 

The  United  States  Department  of  Commerce  has  j  ust  completed 
an  inveetigation  into  the  national,  state  and  municipal  indebtedness 
of  the  United  States.  Its  figures  indicate  that  the  total  political 
debt  of  this  country  less  sinking  funds,  t.e.  net  debt,  is  $4,860,480,- 
713.    This  debt  is  distributed  as  follows: 

Federal $1,028,564,055 

States 345,942,305 

Counties,  cities,  etc 3,476,964,363 


$4,850,460,713 


The  total  is  equal  to  about  $48.60  per  capita  for  a  population 
estimated  at  one  hundred  millions. 

This  comparison  between  the  political  debt  of  Europe  and  that 
of  the  United  States  is  introduced  because  it  brings  into  relief  the 
most  important  question  to  be  considered  in  connection  with  the 
future,  not  only  of  American  trade,  but  of  trade  throughout  the 
world.  This  question  briefly  stated  is:  Are  the  people  of  Europe 
willing  and  able  to  submit  to  the  heavy  taxation  which  will  be  nec- 
essary to  support  the  integrity  of  the  enormous  debt  with  which  the 
war  has  saddled  them  and  their  posterity?  If  not,  a  partial  or  en- 
tire default  will  occur,  and  the  result  will  be  general  financial  de- 
moralization, which  will  restrict  trade  throughout  the  world,  whether 
it  be  intranational  or  international. 

There  are,  however,  two  different  methods  which  may  be 
followed  by  nations  which  find  themselves  unable  to  meet  their 
political  or  national  debts.  One  is  direct  repudiation  and  formal 
refusal  to  pay.  The  adoption  of  this  method  seems  unlikely.  The 
other  is  infiatation,  or  the  legalization  of  an  irredeemable  paper 
currency,  which  gradually  depreciates  in  value  as  compared  with 
real  property  and  so  defers  or  gradually  wipes  out  the  obligations 
of  the  issuing  government  to  its  creditors.  Unless  this  paper 
currency  be  ultimately  redeemed  in  gold,  the  effect  is  a  cancellation 
of  the  obligations  of  the  debtor  to  the  creditor  class  and  a  confession 
of  practical  bankruptcy. - 

As  a  matter  of  fact,  gold  is  now  at  a  premium  in  all  the  countries 
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td  Europe,  and  although  speiue  payment  is  nominaJly  nountained 
in  Great  Britain,  it  is  conceded  that  unless  the  war  is  soon  ended  a 
Buq>enfflon  of  the  Bank  Act  will  be  necessary  to  protect  the  reserve 
of  the  Bank  of  England,  which  is  already  down  to  less  then  19  per 
eest. 

To  the  pracUcal  mind,  the  imtaiediate  future  of  America's 
trade  as  affected  by  the  war  is,  therefore,  largely  dependent  upon  the 
effect  of  European  inflation  upon  trade  in  general. 

Fortunately,  we  are  not  without  precedents  in  considering 
the  effect  of  inflation.  It  has  been  frequently  resorted  to.  In 
nearly  every  case  it  has  ^ven  a  fevered  impulse  to  speculation 
and  has  advanced  the  price  of  conmiodities  and  labor  very  rapidly. 
In  his  book  on  Crises  and  Depreasiona,  Senator  Burton  says: 

Aa  affecting  criseB,  infiation  of  the  currency  stimulates  the  apeculative  fever 
•nd  promotea  unprofitable  eiiteri»iBee.  It  m  particularly  true  that,  if  irredeem- 
able paper  nKmey  is  ianied  in  any  oonndeiable  quantity,  prioea  are  aure  to  riae. 
An  unnatunl  rise  in  ^ioea  ia  the  moat  fruitful  p&rent  of  tnjudioioua  inveatment. 
Inveetoca  do  not  atop  to  think  that  while  an  article  may  bring  many  more  dollar* 
than  before,  the  dollar  haa  not  the  aame  purohaaing  power.  Tii»  reault  of  inflation 
waa  never  better  iUustrated  than  in  the  period  during  and  after  the  late  Civil 
War.  An  increeise  in  nominal  valuee  waa  eauaed  by  the  large  inereaae  in  paper 
money.  Thia  created  a  desire  for  new  and,  in  many  caaea,  uaeleea  undertakinga. 
In  the  eight  yean  from  1866  to  1873,  inclusive,  a  greater  mileage  of  nilways  was 
buih  than  from  the  completion  of  the  first  railway  in  the  United  Statea  in  1830  to 
the  end  ot  1866.  Many  of  these  were  commenced  after  the  premium  on  gold  had 
faDot,  and  isicee  were  more  nearly  normal;  but  the  buoyant  q>irit  of  enterpriae, 
which  had  been  stimulated  by  rising  pvioes  and  unusual  profitsj  still  continued, 
and  resulted  in  the  eevereet  eriaee  this  oountiy  eva  ezperienoed. 

If  the  experience  of  the  United  States  during  the  time  when 
gold  was  at  a  premium  here  is  a  precedent  upon  which  we  may  base 
a  prophecy  as  to  the  effect  of  similar  coni^tions  in  Europe,  it  seems 
reasonable  to  expect  that  the  next  four  or  five  years  will  be  a  period 
of  advancing  prices  for  both  commodities  and  labor  in  Europe, 
and  that  this  advance  will  enormously  stimulate  speculation  in  the 
purchase  of  both  necessary  and  unnecessary  things. 

Beyond  this,  no  one,  who  has  respect  for  his  own  reputation,  or 
a  consciousness  of  his  mental  limitations,  can  undertake  to  forecast 
the  future,  and  even  a  prediction  which  looks  no  farther  ahead  than 
four  or  five  yeais,  implies  no  little  temerity  in  him  who  attempts  it. 
It  may  be  remarked,  however,  that  in  the  past,  one  effect  of  inflation 
has  always  been  to  permanently  advance  the  wages  of  labor  in  the 
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country  where  it  prevailed,  and  that  thereafter  it  has  been  found 
difficult,  if  not  imposadble,  to  reduce  them,  even  though  specie 
payment  was  ultimately  reSotabliflhed.  The  inflation  of  our  cur- 
rency during  the  Civil  War  greatly  advanced  the  wages  pwd  for 
all  aorta  of  human  enei^,  and  they  have  never  taaee  been  serioualy 
reduced,  although  the  purchawng  power  of  the  "Green-back" 
dollar  was  greatly  increased  by  the  disappearance  of  the  premium 
on  gold  and  the  final  resumption  of  specie  payment  in  1S79. 

It  may  therefore  be  poeuble,  and  it  seems  not  improbable, 
that  the  effect  of  inflation  in  Europe  will  be  to  permanently  rtuse 
wages  there  and  bo  dispel  the  fear  that  we  shall  be  unable  to  meet 
the  competition  of  the  "pauper  labor  of  Europe"  in  supplying  the 
domestic,  as  well  as  the  forugn,  demand  for  our  manufactured 
goods. 

What  may  happen  when  the  "Butcher's  bill"  cornea  to  be 
paid,  if  it  is  ever  really  pwd,  with  things  of  value  that  are  the  prod- 
uct of  human  energy,  I  confess  myself  unable  to  foresee.  The  war 
promises  to  unloose  so  many  social,  political  and  financial  factors 
that  have  hitherto  been  inoperative  or  suppressed,  if  not  unthought 
of,  that  only  a  rash  philosopher  would  be  bold  enough  to  dogmatise 
with  regard  to  the  distant  future. 

That  future  may  reveal  to  us  the  existence  of  a  "fourth  dimen- 
sion" in  political  economy,  that  we  are  at  present  unable  to  visu- 
alise, and  it  may  be  that  with  an  expanded  vi«on  we  shall  be  able 
to  see  that  the  progress  of  humanity  has  been  helped  rather  than 
hindered  by  a  struggle  which  has  thus  far  disappointed  the  pessi- 
mists and  defied  the  economist  in  its  effect  upon  America's  affairs. 

Since  the  foregoing  was  written,  the  following  correspondence 
of  the  Associated  Press,  dated  London,  April  17,  has  been  published 
in  the  Neui  York  Times  <u  April  28.  It  indicates  that  the  advance 
in  wages  which  is  neariy  always  iocidentaJ  to  great  wars  has 
already  commenced  to  be  felt. 

War  as  a  wage  raiser  has  brou^t  to  a  ixmaidersble  proportion  of  the  laboring 
claBKfl  in  England  some  oompensation  for  the  increaaed  ooet  of  living.  Social 
workers  estimate  that  the  increased  cost  of  living  average  is  at  least  10  per  cent 
whik  the  average  increase  in  wages  is  not  over  5  per  cent.  The  plentiful  sum)ly 
of  overtime  work  available  in  most  trades  makes  it  eaa;  for  most  workmcm  to 
mere  than  even  matters. 

The  upward  tendency  of  the  English  woridngmau's  wages  was  very  marked 
in  March.    Accimling  to  the  official  Board  of  Trade  reports,  the  increases  granted 
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during  tAe  month  reached  a  toUl  of  neariy  S36fi,000.  The  number  of  w<h4c- 
peoide  who  ahued  the  increases  was  440,000. 

Incieaaed  wages  in  some  of  the  leading  branohes  of  industiy  are  lummed  up 
teiefly  u  foUowa: 

Raihvaymen — All  around  increase  of  75  cents  a  week. 

Longahoremen — Increaaea  varying  from  26  cents  to  S2  a  week. 

Policemen— War  bonua  of  76  cents  a  week  upward. 

Caipentera — War  bonus  of  $1  to  J1.50  a  week. 

General  Labraera — Increase  of  76  cents  to  11.60  a  week. 

Miners — Emptoyers  generally  offer  10  per  cent  advance  in  pay;  miners 
demand  20  per  cent. 

Postal  Employes,  induding  Telephone  and  Telegraph  Workera — Increase 
of  $1  a  week  has  beea  demanded. 

Oaa  Wockers — Increases  areragiiig  tl  a  week. 

Bakers — Increase  of  SI  .26  a  week  aaked,  but  employers'  offer  of  76  cents 
accepted  pending  negotiations. 

Textile  Workers — Bonus  for  orertiine  work  in  factories  doing  work  on  army 
dothisg. 

Boot  and  Shoe  WoAen — War  bonus  of  fi  to  10  pw  cent  granted  in  some 
places. 

Cooprasmiths — Average  wage  before  war,  $0;  now  $12.60. 

CleAs — Some  increases;  180,000  grocers'  aasiatanta  have  asked  a  readjust- 
ment of  wages;  aimilar  movements  pending  in  other  branches. 

Engineoing  and  Building  Trade  Workers-^Some  sections  have  secured 
substantial  increases. 

The  number  ot  unemployed  in  Qieat  Britain  shows  a  lai^  falling  off  the 
post  Februai?  and  March  as  compared  with  the  coReeponding  months  of  last 
year.  ITie  Board  of  Trade's  labor  gaiette  prints  statiatica  from  the  goremmrait'a 
408  labor  exchanges,  acotvding  to  which  there  were  87,004  names  on  the  register 
bat  mcmth  as  against  100,616  for  February  and  123,714  for  Mardi  of  last  year. 

The  number  of  vacaneies  in  employment  reported  to  the  exchangee  also 
ahowB  an  increase  over  the  Ute  winter  of  1914,  having  a  daily  average  of  6,740,  or 
a  hundred  more  than  the  average  for  February  and  1,600  more  than  the  average 
for  March  of  last  year. 

London  paaaed  through  the  winter  with  fewer  cases  of  destituticm  demanding 
relief  from  the  Poor  Funds  than  any  winter  within  the  memory  of  the  present 
Poor  Iaw  officials. 
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THE  EFFECT  OF  THE  EUROPEAN  WAR  ON  AMERICA'S 
TRADE  WITH  INDIA 

Bt  Danibl  Folkhab, 
Edifan;  <d  Handbook  <^  India,  Deportmoat  of  Commeroe. 

Fifteen  years  ago  I  heard  a  distinguished  geographer  lecture  in 
Paris  on  the  Pacific  as  the  future  center  of  the  world's  commerce. 
That  is  what  I  want  to  preach,  the  gospel  of  the  future  of  the  Far 
East  and  of  the  New  Pacific.  It  can  be  more  easily  grasped  today 
than  fifteen  years  ago,  for  since  then  the  Canal  baa  been  dug  aod 
Japan  has  beaten  Russia  and  risen  to  a  place  of  first  importance  in 
decidii^  the  destiny  of  nations.  Japan  has  forged  ahead  in  our 
international  trade  until  it  takes  one-half  of  all  the  goods  we  send 
to  Asia.    China  conies  next,  and  has  vaster  possibilities  than  Japan. 

British  India  stands  third  amoi^  the  countries  of  Asia  as  a 
buyer  of  American  goods  and  is  the  farthest  of  the  Far  East  from 
our  shores.  It  is  exactly  half-way  around  the  globe  from  the 
United  States,  east  and  west,  and  because  of  its  position  on  the 
Indian  Ocean  it  must  perhaps  be  considered  a  permanent  appendage 
of  Europe  commercially  rather  than  on  integral  part  in  the  trade 
of  the  New  Pacific.  Yet  our  trade  with  India  is  already  of  vast 
importance,  and  a  study  of  it  during  the  last  few  months  of  the  war 
is  interesting  as  an  example  of  the  general  condition  which  the  Euro- 
pean catastrophe  has  brought  on  throughout  the  entire  civilised 
world.  It  illuBtrates  the  results  of  the  stoppage  of  shipping,  es- 
pecially during  the  cruise  of  the  Etnden  m  Indian  waters,  the  dis- 
turbance of  financial  and  general  industrial  conditions  through 
interference  with  production  in  Europe  and  abroad,  and  the  embar- 
goes laid  upon  certain  exports  and  imports  by  England.  I  also 
find  in  a  study  of  the  most  recent  figures,  some  of  which  are  herewith 
published  for  the  first  time,  a  complete  demonstration  not  only  of 
the  decrease  in  trade  during  the  first  months  of  the  war  but  of  a 
decided  increase  during  the  last  month  or  two  as  compared  with 
previous  years.  An  interesting  question  suggests  itself: — may  this 
not  be  one  of  the  cases  in  which  an  expected  permanent  losss  in  the 
trade  of  Germany  and  Austria  is  already  being  diverted  to  the 
22 
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United  StateaT  And  is  it  not  possible  that  the  far  greater  trade  of 
England  in  India  will  be  diverted  in  some  measure  to  this  country? 
In  the  case  of  England  this  may  not  be  because  of  the  war  so  much 
aa  because  of  serious  opposition  in  India  itself  to  trade  with  Great 
Britain,  which  is  just  now  becoming  manifest  under  the  name  of  the 
Swadeshi  movement. 

While  the  Swadeshi  movement  was  directed  in  the  first  place 
against  all  foreign  goods  and  strove  for  the  upbuilding  of  native 
industries,  it  is  becoming  directed  agunst  England  more  and  more 
in  the  bands  of  political  agitators  and  revolutionsts  in  India,  and  to 
some  extent  in  favor  of  American  trade.  I  do  not  know  the  relation 
of  Prince  Sarath  Ghosh  to  the  Swadeshi  movement,  but  I  beard  a 
s^nificant  statement  from  him,  as  an  expert  student  of  the  economic 
history  and  industries  of  his  native  country.  In  a  recent  address 
in  America,  he  said: 

Out  importatioiu  from  En^aad,  fint,  tliBii  from  Germany,  Fnuioe  amd 
Austria,  wa«  tremmdoiu.  Now  the  market  is  open  for  other  goods,  and  if 
America  seicM  the  opportunity  she  can  hold  much  of  this  trade.  You  are  looking 
to  South  America  for  your  market  Meanwhile,  you  overlook  India,  where  more 
than  300,000,000  people  are  making  surprising  strides  in  dTiliiation,  so  that 
their  needs  far  out«tnp  the  present  importations.  .  .  .  There  are  the  many 
products  we  bought  from  England  and  the  Continental  nations.  We  must  look 
elsev4iere  for  ohemicab,  medioine,  drugs,  machinery,  building  materials,  and 
Boorea  of  other  manufactured  products.  Wonderful  opportunities  await  the 
alert  Amerieui  merchant. 

Notwithstanding  the  advantage  England  has  over  other  coun- 
tries in  obtaining  the  trade  of  India,  British  India  is  already  one  of 
the  nine  or  ten  greatest  purchasers  of  American  goods  outside  of 
Europe.  In  fact,  there  are  only  ten  countries  in  Europe  which 
buy  more  from  us  annually  than  does  India.  But  this  gives  no 
indication  of  the  vastness  of  India  as  a  market  and  the  possibilities 
in  the  increase  of  American  trade  in  that  country,  for  the  United 
Kingdom  holds  at  present  70  per  cent  of  its  import  trade,  and,  in 
fact,  more  than  95  per  cent  of  the  Indian  purchaaes  in  the  largest 
line,  that  of  cotton  piece  goods. 

India  has  always  cut  a  figure  of  first  importance  in  the  trade 
of  the  world.  Students  of  Indian  trade  point  out  that  the  rulers 
and  governments  that  have  controlled  it  have  become  the  wealthiest 
of  the  world.  India  in  IdlO  ranked  eighth  in  the  list  of  all  importing 
countries  and  eleventh  in  the  Ust  of  the  exportii^  countries  of  the 
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world.  India's  purchases  of  British  exports  were  equed  to  the 
purchases  of  Canada,  Auetralia,  South  Africa  and  New  Zealand, 
combined.  The  total  import  trade  of  India  from  Great  Britain 
amounts  to  $330,000,000  per  year,  of  which  more  than  $180,000,000 
is  for  cotton  goods.  India  takes  two-fifths  of  the  entire  value 
of  the  exports  of  Great  Britain  to  all  countries. 

This  is  all  the  more  aetonishing  when  the  poverty  of  the  masses 
of  India  is  taken  into  account.  The  purchasing  power  per  capita 
is  only  $2  as  compared  with  $80  in  Australia.  This  indicates  the 
inevitable  character  of  the  greater  part  of  India's  purchases.  Goods 
must  be  cheap.  But  the  total  profit  is  immense  because  the  300,- 
000,000  of  India's  population  must  be  clothed — largely  with  the 
products  of  foreign  cotton  mills — and  must  have  simple  ^ricultural 
tools  and  even  large  amounts  of  machinery  for  the  equipment  of 
native  industries. 

India  As  a  Buyer  of  American  Goods 

The  great  proportions  that  American  trade  has  already  reached 
in  India  will  be  better  realized  from  the  following  details: 

British  India  is  the  largest  buyer  in  the  world  of  our  cheapest 
cotton  goods,  excepting  only  China — I  am  speaking  of  our  $15,000,- 
000  export  of  unbleached  cottons.  British  India,  including  Aden, 
which  politically  belonga  to  British  India,  takes  one  and  a  half  times 
as  much  of  our  unbleached  cottons  as  all  South  American  countries 
combined.  India  buys  more  than  $3,000,000  worth  of  our  iron  and 
steel  manufactures  and  more  than  $3,000,000  worth  of  our  petro- 
leum.  Among  all  the  countries  of  the  world,  India  stands  tenth 
in  rank  as  a  purchaser  of  our  lamp  oils,  and  sixth  in  rank  as  a  pur- 
chaser of  our  lubricating  oils,  the  purchases  of  the  latter  amountiog 
to  more  than  $1,000,000  per  year.  In  this  line  India  is  equalled  as 
a  buyer  by  only  one  South  American  coimtry,  Argentina. 

As  to  the  particular  lines  of  iron  and  steel  manufactures  pur- 
chased by  India,  only  one  other  country,  Canada,  buys  so  much 
hoop  and  band  iron  from  the  United  States  as  India;  only  three 
other  countries  buy  more  wire  nails  from  us  than  India;  only  five 
other  countries  buy  more  non-gaJvanized  iron  sheets  and  plates  from 
ua;  only  eight  other  countries  take  a  larger  share  of  our  $16,000,000 
export  of  structural  iron  and  steel — including  one  country  in  South 
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America;  only  ten  other  countries  buy  as  much  of  our  $5,000,000 
or  $6,000,000  export  of  tin  plate  as  India;  and  only  ten  other  coun- 
tries buy  as  much  structural  machinery  as  India  out  of  our  total 
export  of  18,000,000. 

Even  our  tools  are  used  in  India  in  great  numbers.  For  exam- 
ple, our  saws — outside  of  Europe,  India  is  one  of  the  twelve  largest 
purchasers  from  us  in  the  world;  and  of  our  miacellaneouB  tools, 
amountJQg  to  an  export  of  $8,000,000,  only  five  other  non-European 
countries  buy  so  largely  from  ub  as  India.  The  same  is  true  of  wire: 
before  the  war,  at  least,  India  bought  more  barbed  wire  from  us 
than  any  country  in  Europe,  except  England.  Even  our  patent 
medicines,  typewriters,  and  automobiles  go  in  amazingly  large  pro- 
portions to  India.  Only  six  other  countries  have  taken  so  much  of 
our  total  export  of  $7,000,000  worth  of  patent  medicines;  only  twelve 
other  countries  have  taken  so  many  typewriters — which  might 
have  been  thot^t  to  be  a  luxury  rather  than  a  necessity  in  so  poly- 
glot and  primitive  a  country  as  is  India;  and  as  regards  the  most 
notorious  luxury  of  the  age,  automobiles,  India  was  one  of  the  fif- 
teen largest  purchasers  of  our  total  exportation  of  $21,000,000. 
Last  of  all,  I  will  mention  a  significant  and  unexpected  fact:  of  our 
total  export  of  $3,000,000  worth  of  lamps,  no  country  in  the  world 
bought  so  many  as  India,  with  the  one  exception  of  Canada,  which 
is,  of  course,  commercially  a  put  of  ourselves. 

.  India  is  today  the  world's  greatest  buyer  of  the  goods  upon 
which  America's  future  development  largely  depends,  that  Is,  cer- 
tiun  manufactured  products.  India  isthe  greatest  foreign  purchaser 
of  European  manufactures.  It  has  been  evident  for  many  years 
that  America's  trend  in  commerce  has  been  away  from  the  agri- 
cultiural  exporting  business  of  the  earlier  years  and  in  the  direction 
of  increased  production  and  trade  in  large  manufactures.  India, 
as  an  t^picultural  nation,  must  buy  what  America  most  wants  to 
sell  as  a  growing  manufacturing  nation.  It  is  simply  a  case  of  brii^- 
ing  together  the  buyer  and  the  seller. 

Much  has  been  said  about  capturing  South  American  trade. 
India  has  300,000,000  inhabitants  that  must  be  clothed  and  pro- 
vided with  a  wide  range  of  manufactured  goods,  while  South  Amer- 
ica's population  is  less  than  50,000,000.  India  has  vast  wealth 
inherited  from  preceding  generations  and  is  the  most  densely  popu- 
lated porUon  of  the  globe;  South  America  is  as  yet  the  most  thinly 
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populated  great  divisioii.  In  railroad  mileage  India  stands  fourth 
among  the  great  countries  of  the  world,  ranking  below  only  the 
United  States,  Russia  and  Germany.  India  has  more  r^lroads  than 
Canada,  or  Great  Britain  and  Ireland;  more  than  all  the  other 
countries  of  Asia  combined. 

The  imports  of  British  India  in  the  fiscal  year  1913-1914 
amounted  to  $752,000,000,  and  the  exports  to  $831,000,000.  Of 
the  imports,  36  per  cent  were  cotton  goods,  a  line  in  which  the 
United  States  is  rapidly  increasing  its  production,  while  its  poasi- 
bilities  as  the  chief  cotton  producer  of  the  world  are  almost  unlimited. 
Second  in  order  in  the  value  of  India's  imports  are  metals;  manu- 
factures of  iron  and  steel  form  about  9  per  cent  of  the  total  imports. 
Thus  about  45  per  cent  of  the  total  imports  of  British  India  last 
year  were  composed  of  the  classes  of  articles  for  which  the  United 
States  haa  special  facilities  of  production  and  ranks  among  the 
world's  greatest  producers,  and  more  than  three-fourths  of  the  im- 
ports of  India  were  of  the  classes  of  merchandise  which  the  United 
States  produces  and  exports.  Yet  in  spite  of  this  fact,  less  than  9 
per  cent  of  India's  imports  in  1913-1914  were  from  the  United 
States. 

The  exports  of  the  United  States  to  India  are  increasing  more 
rapidly  in  value  than  the  imports,  although  they  are  much  less  in 
value  than  the  imports.  According  to  the  official  statistics  of  the 
United  States,  imports  from  British  India  increased  only  from 
$48,000,000  in  1902  to  $50,000,000  in  1912,  while  the  exports  from 
the  United  States  to  India  more  than  trebled  in  size  in  the  same  ten 
years,  rising  from  a  total  of  $4,600,000  in  1902  to  $15,600,000 
in  1912.  The  total  imports  of  India  from  all  countries  by  sea 
reached  the  astounding  total  of  $752,000,000  in  1914,  and  its  exports 
a  total  of  $831,000,000.  "The  wealth  of  the  Indies"  is  the  only 
phrase  that  adequately  describes  it. 

Principdl  and  Permanent  Effect  of  the  War — Loss  of  Trade  with 
Germany  and  Austria 

What  has  been  and  will  be  the  effect  of  the  war  on  this  enor- 
mous trade,  especially  as  concerns  the  United  States?  The  immedi- 
ate effect  is  of  small  consequence,  compared  with  the  final  effect, 
which  is  sure  to  come,  except  in  so  far  as  the  former  indicates  the 
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latter.  The  final  effect  that  we  can  clearly  foresee  is  the  permanent 
loss  of  trade  which  Germany  and  ita  allies  will  suffer  in  India  as  a 
British  possession.  Ei^and  will  never  let  it  "come  back."  Other 
belligerents  also  may  lose  some  of  their  Indian  trade  permanently 
to  the  United  States,  especially  Bdgium;  possibly  also,  France. 
Even  England  may  lose  portions  of  her  Indian  trade  if  the  United 
States  gets  a  good  start  on  it  during  the  war;  for  example,  in  cotton 
goods,  which  you  will  remember  is  the  chief  trade,  and  even  more 
certainly  in  those  manufactmiea  of  iron  and  steel  and  machinery 
in  which  the  United  States  naturally  excels.  I  do  not  need  to  reca- 
pitulate our  naturfd  advantages  over  competing  trade,  reuding  in 
our  iron  and  coal  fields  and  the  cheaper  methods  of  production  which 
are  beii^  introduced,  and  especially  in  the  natural  genius  for  inven- 
tion which  the  world  recognizes  in  America,  which  has  grown  in 
part  out  of  the  necessities  of  a  new  country,  and  which  has  enabled 
us  already  to  lead  the  world  in  agricultural  machinery  and  similar 
products  that  characterize  America.  Desperately  aa  our  trade  is 
handicapped  at  present  by  the  lack  of  American  shipping,  this  will 
right  itself  in  time.  Our  other  dehnquencies  also  will  be  overcome. 
We  shall  learn  how  to  adapt  our  manufactures  to  the  peculiar  de- 
mands of  such  great  buyers  as  India  and  how  to  pack  and  mark 
our  goods  as  England,  and  particularly  Germany,  have  learned  to 
do,  and  how  to  best  extend  our  trade  by  sending  representatives 
abroad;  and  when  advertising  and  commercial  travellers  and  com- 
misuon  houses  and  especially,  in  India,  English  houses,  will  not  in 
the  nature  of  the  case  extend  the  sale  of  American  goods  as  branch 
Amuican  houses,  and  more  adequate  organization  may  do. 

What  will  be  our  chief  gain  in  India  from  the  war  7  Note 
that  the  three  belligerents  which  will  naturally  have  lost  the 
most  of  their  trade  with  India  have  exported  four  times  as  much 
merchandise  to  that  country  as  did  the  United  States.  In  other 
words,  first  in  rank  after  Great  Britain's  share  in  the  total  imports 
into  British  India  stood  Germany,  sending  about  7  per  cent  of  the 
total;  and  then  the  United  States,  Austria-Hungary  and  Belgium, 
eSi  nearly  even  in  rank  (the  United  States  2.6  per  cent;  Austria- 
Hungary  and  Be^um,  2.3  per  cent  each);  then  came  France, 
contributing  only  1.5  per  cent  of  India's  imports,  and  Italy,  con- 
tributing 1.2  per  cent.  Germany  has  been  the  most  important  re- 
cent competitor  of  Great  Britain  in  Indian  trade.    The  increase  in 
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Gennan  sales  of  metals,  cottons,  woolens,  hardware  and  cutlery, 
machinery,  glass  and  glassware,  and  paper,  was  considerate. 
Germany,  next  to  Austria-Hungary,  easily  competed  in  the  ^ass 
trades.  Of  Belgium's  exports  of  about  $14,000,000  worth  of  goods 
to  India  annually,  many  were  goods  of  German  origin.  The  articles 
from  Belgium  which  showeid  considerable  increases  recently  were: 
cotton  goods,  coal-tar  dyee  and  iron  and  steel.  The  coal-tar  dyee 
purchased  in  India  were,  of  course,  mainly  German.  The  steel  trade 
of  Belgium  with  India  waa  the  trade  which  Great  Britain  had  re- 
cently most  to  fear.    It  consisted  chiefly  of  bars  and  channel  steel. 

Excepting  Germany  and  Belgium,  other  countries  of  the  conti- 
Dftnt  had  but  a  small  foothold  in  the  Indian  import  trade.  Austria- 
Hungary  exported  only  $10,000,000  or  $15,000,000  worth  of  goods 
per  year.  At  times  half  of  this  amount  was  in  sugar.  Other  lines  of 
some  importance  were  glassware,  hardware  and  cutlery,  and  cotton 
manufactures.  The  smaller  sales  of  France  in  British  India  amounted 
to  $6,000,000  or  $7,000,000  per  year,  consisting  mainly  of  liquore, 
clothing,  woolens  and  silks.  The  only  other  trade  worthy  of  particu- 
lar notice  is  that  of  Japan.  Its  sales  to  India  have  increased  greatly, 
nearly  doubling  in  five  years.  They  amoimt  to  more  than  $15,000,- 
000,  more  than  one-third  in  1913  being  silk  manufactiu'es.  Other 
leading  items  were  cotton  hosiery,  metals  and  matches. 

The  British  and  Indian  governments  have  been  quick  to  see 
the  opportunities  resulting  from  Germany's  loss  in  Indian  trade 
and  have  issued  a  Blue  Book  covering  the  subject.  I  repeat  some 
figures  from  it,  which  sums  up  the  situation  during  the  first  months 
of  the  war.  The  ^ures  given  are  for  the  calendar  year  ldl3  and 
the  official  year  ended  March  31,  1914: 

The  total  Indian  imports  from  Germany  and  Austria  in  1913 
were  valued  at  $£5,000,000,  which  was  more  than  one-tenth  as 
much  as  all  the  imports  into  India  from  all  other  parts  of  the  world. 
In  other  words,  of  India's  total  import  trade  in  private  merchandise 
in  1913-1914,  nearly  7  per  cent  was  with  Germany  and  2.3  per 
cent  with  Austria-Hungary.  At  least  75  per  cent  of  Germany's 
imports  into  India  were  of  goods  such  aa  the  United  States  should 
be  able  to  sell.  Thirty  per  cent  of  her  sales  were  of  metals,  in- 
cluding manufactures;  11  per  cent  were  of  cotton  manufactures; 
and  8.5  per  cent  were  of  woolens :  these  three  items  making  a  tot^ 
of  exactly  SO  per  cent  of  the  goods  sold  by  Germany  to  India  and 
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being  in  lines  in  which  we  are  best  able  to  compete.  Smaller  items 
among  the  importe  from  Germany  are:  hardware,  machinery  and 
millwork,  railway  plant  and  rolling  stock,  oils,  glass  and  glassware, 
haberdashery  and  millinery,  paper  and  pasteboard,  liquors,  and 
silk  maoufactures,  the  last  and  smallest  item  amounting  to  less 
than  2  per  cent  of  the  total  and  the  other  items  being  in  lines  which 
interest  us.  The  only  important  line  of  imports  in  which  Germany 
has  been  above  competition  as  a  manufacturer  has  been  that  of 
dyes;  her  sales  of  dyes  into  India  amounted  to  7.4  per  cent  of  the 
total  imports  into  India  from  Germany. 

India's  imports  from  Austria-Hungary  are"  perhaps  of  leae  in- 
terest to  us,  for  the  largest  item,  one-third  of  the  entire  import, 
is  sugar.  Items  interesting  to  us  are:  gjass  and  glassware,  20  per 
cent;  cotton  goods  and  hardware,  8  per  cent  each;  and  haberdashery, 
5  per  cent.  These  five  items  cover  three-fourths  of  Austria- 
Hungary's  sales  to  India. 

Put  into  dollars,  the  principal  imports  into  India  from  Ger- 
many that  may  interest  us  were  as  follows :  metals  (excluding  oree), 
$12,524,000,  of  which  mixed  copper  or  yellow  metal  for  sheeting  was 
the  largest  item,  amounting  to  93,280,000;  cotton  manufacturer, 
14,506,000,  including  blankets,  $2,054,000,  colored  piece  goods, 
11,187,000,  and  hosiery,  handkerchiefs  and  shawls,  Sl,071,000; 
woolens,  $3,484,000,  mainly  shawls  and  piece  goods;  and  hardware, 
machinery  and  millwork,  railway  plant  and  rolling  stock,  amount- 
ing to  $4,725,000.  Germany  even  sold  miscellaneous  kinds  of 
mineral  oils  to  India  amounting  to  $1,049,000.  Minor  imports 
&om  Germany  which  are  worthy  of  notice  comprised:  engines, 
electrical  and  musical  instruments,  gold,  silver,  and  embroidery 
thread,  cement,  bricks,  umbrellas,  stationery,  biscuits  and  cakes, 
condensed  milk,  ivory,  furniture  mouldings,  paints,  starch  and 
farina,  artificial  and  mineral  manures,  motor  cars  and  wagons 
and  clocks  and  other  timepieces. 

The  values  of  India's  principal  imports  from  Austria-Hungary 
during  the  period  1913-1914  were  as  follows:  sugar  (16  D.  S.  and 
above),  $4,487,000;  glass  and  glassware,  $2,837,000,  composed 
principally  of  glass  bangles;  cotton  goods,  $1,095,000,  principally 
colored  and  printed  piece  goods;  and  hardware,  $1,085,000,  princi- 
pally unenumerated  iron  ware.  Minor  items  are:  haberdashery 
and  millinery,  German  silver,  nails  and  rivets,  stationery,  writing 
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paper  and  eovelopes,  woolen  piece  goods,  safe^  matches  aod  wear- 
ing apparel.  Still  less  in  value  among  imports  from  Austria^ 
Hungary  were:  bouery,  strong  boxes  of  metal,  iron  and  knittii^ 
wool,  timber,  electrical  instruments,  boots  and  shoes  of  other  ma- 
terial than  leather,  noils  and  wftfp,  earthenware  and  soap. 

The  total  number  of  vessels  cleared  at  British  Indian  ports  to 
Germany  in  1913-1914  was  163;  the  totaj  number  cleared  to  Austria- 
Hui^ary  was  108.  While  these  figures  look  large  compared  with 
American  shipping  to  India,  they  form  only  6  per  cent  of  the 
total  number  of  vessels  which  cleared  British  Indian  ports  during 
the  year. 

Immediate  Effect  of  the  War — Freight  Inereates 

Let  us  turn  now  to  the  latest  official  information  regarding 
the  immediate  effect  of  the  war  on  our  trade  with  India.  Before 
quoting  the  latest  American  figures  avulable  at  the  Department 
of  Commerce  I  may  say  in  short  that  they  disclose  a  rapid  increase 
in  trade  in  January  and  February  as  compared  with  all  previous 
trade,  in  spite  of  the  decreased  trade  of  the  six  months  ending  in 
December.  This  increase  in  the  last  two  months'  trade  comes  de- 
state  the  fact  that  shipping  facilities  between  America  and  India 
have  been  worse  during  these  months.  The  vessels  cleared  at 
United  States  ports  for  India  in  January  had  only  half  the  tonnage 
of  those  cleared  in  January  a  year  ago;  the  vessels  cleared  in  Feb- 
ruary, 1915,  had  but  little  over  a  third  of  the  tonnage  of  the  clear- 
ances of  February,  1914. 

This  deficiency  in  shipping  is  accompanied  by  gradually  in- 
creased freight  rates  and  is  part  of  a  world-wide  situation  which 
need  be  referred  to  but  briefly  and  which  may  be  vividly  illustrated 
by  consular  reports  received  within  the  last  week.  I  should  prem- 
ise this  showing  with  the  statement  that  there  is  at  present  but 
one  line  making  direct  trips  between  America  and  India,  the  Amer- 
ican and  Indian  Une,  ^nce  the  German  Hansa  line,  which  was  the 
prindpal  line  for  direct  shipments  before  the  war,  is,  of  course, 
unable  to  continue  is  the  trade,  and  a  considerable  number  of 
British  steamers  formerly  engaged  in  direct  service  between  the 
United  States  and  India  have  been  requisitioned  by  the  British 
authorities. 
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It  will  also  be  remembered  that  the  German  cruiser  Emden 
exercised  a  disastrous  material  as  well  aa  moral  eSFect  upon  ship- 
ping with  India  early  in  the  war,  havii^  even  bombarded  the 
port  of  Madras.  The  consul  at  Madras  reported  that  as  a  re- 
sult of  the  official  announcement  made  early  in  November  of 
the  deetrudion  of  the  Emden,  two  steamers  immediately  cleared 
from  the  port,  both  of  which  carried  large  shipments  for  the  United 
States. 

New  freight  rates  to  the  Far  East  amounting  to  an  increase 
of  forty  per  cent  over  the  rates  obtaining  before  the  war  were  an- 
nounced a  week  ago  in  the  daily  publication  of  the  Department 
of  Commerce  in  a  report  from  the  consul  general  at  Hongkong. 
Similar  rates  have  been  agreed  upon  by  way  of  both  the  Panama 
and  Sues  Canals,  effective  as  of  April  1.  This  includes  an  increase 
of  ten  per  cent  made  in  the  rates  soon  after  the  opening  of  hostilities 
in  Europe.  The  reasons  given  for  this  increase  apply  to  shipping 
everywhere:  the  disappearance  of  German  and  Austrian  vessels 
from  the  sea,  the  use  of  a  large  number  of  British,  French  and  other 
vessels  for  transport  service  or  as  auxiliary  cruisers,  and  the  de- 
mand  for  tonnage  otherwise  for  war  purposes. 

The  reasons  for  the  crisis  in  Far  Eastern  shipping  are  given 
fully  in  a  memorandum  read  at  a  joint  meeting  of  chambers  of  com- 
merce in  M^la  thus: 

1.  The  whole  large  Qermsa  meroantile  fleet  is  at  preoent  either  optured 
ta  interned  in  neutral  porte.  While  a  few  of  the  captured  veasels  have  already 
b«en  made  available  by  the  allied  govemmeata  for  mercantile  purpoeee,  theoe 
boata  are  being  used  by  the  AUiea  themselves  for  transport  purposes. 

2.  The  allied  govenuDents  have  reqtiisitioned  a  larse  proportion  of  the  better 
daas  of  mercantile  tonnage  for  war  purpoeee. 

3.  Fot  some  four  or  five  mtmths  some  of  the  main  French  and  British  prats 
have  been  closed  to  oommerdal  wo^,  and  the  remaining  porta  have  been  unable 
to  handle  the  enormous  amounts  of  produce  and  foodstuffs  which  have  been 
poured  into  them.  This  has  caused  delay  of  as  much  as  two  months  in  the  dis- 
charge of  the  steamers,  and  has  prevented  them  from  being  able  to  get  back  to 
producing  oounbi«e  to  load  new  cargoes. 

4.  The  causes  above  stated  have  led  to  the  comparatively  small  number 
of  neutral  vessels  being  chartered  at  high  rates  to  go  on  long  trips  to  Europe,  and 
have  thereby  cleared  the  Orient  of  vessels  it  depended  upon  for  the  shorter  trades. 
The  usual  supply  of  Japanese  rteameis  which  could  formerly  be  called  uptm  in 
case  of  stringency  is  finding  profitable  employment  partly  in  Uiese  long  European 
Chwtors  and  partly  in  its  own  special  woric, 
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The  remit  of  this  situation  in  the  Philippines  ia  that 
n  Holla  thon—nda  of  tooB  of  ra^r  are  pouring  into  the  nwrket  without  not  only 
*'*™-F'  to  ntoTe  it,  but  otou^  wvefaouBM  to  store  it.  Hw  atcsawn  now  mtt- 
ing  the  lahwda  !«•▼«  them  full  to  tbcir  ntmoat  capncity.  Tb«  irany  tA  AUe  'm 
that  tbare  >n  snviteai  German  &ei|^t  and  pnuiaimi  Bteamen  intoned  in 
Mmih  Haibiw  mitingthe  cud  of  the  war. 

The  ntemorandum  further  stated  that  freight  rates  from  the 
Philippines  to  the  United  States  had  increased  about  threefdd, 
on  hemp  increasing  from  $15  per  ton  last  year  to  $45  per  ton  at  the 
present  time,  and  on  sugar  from  $7.50  per  ton  last  year  to  $20  per 
ton  at  present. 

Trade  Decreaset  During  Six  Months,  Then  Incream* 

As  I  haveindicated,  notwithstanding  the  increased  freight  rates, 
our  export  trade  with  India  (excluding  kerosene),  increased  12  per 
cent  in  January,  1915,  as  compared  with  January,  1914,  and  5  per 
cent  in  February,  1915,  as  compared  with  February,  1914.  This 
shows  a  revival  in  trade  following  the  serious  decrease  of  7  per  cent 
in  our  export  trade  with  India  during  the  preceding  six  months  (as 
compared  with  the  ax  months  ended  December  31,  1913).  The 
following  figures  for  January  and  February  ^ply  to  the  port  ot 
New  YfH-k  only,  and,  together  with  some  of  the  details  for  the  pre- 
ceding six  months,  are  from  the  unpublished  customs  returns  in 
the  Department  of  Commerce. 

It  is  interesting  to  Jiote  that  the  increased  trade  in  Januaiy 
and  February  was  largely  in  the  same  classes  of  merchandise  that 
show  a  falling  off  in  the  trade  of  the  preceding  six  months.  Among 
such  articles  may  be  singled  out,  for  instance:  plows  and  culti- 
vatoiB,  patent  medicines,  brushes,  unbleached  cottons,  insulated 
electricid  appliances  and  motors,  bottles  and  miscellaneous  ^ass- 
ware,  household  goods,  bolts  and  hinges,  firearms,  iron  pipes  and 
miscellaneous  manufactures  of  iron  and  steel.  Many  other  Ameri- 
can manufactures  show  an  increased  exportation  from  the  United 
States  to  British  India  even  during  the  first  period  of  six  months, 
as:  miscellaneous  agricultural  implements,  of  which  $20,198  worth 
were  exported  from  American  ports  in  the  six  months  ended  De- 
cember 31,  1914,  more  than  three  times  the  value  exported  during 
the  corresponding  period  in  1913,  and  this  was  followed  in  January 
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with  an  exportation  valued  at  14,093  as  compared  with  an  export 
of  only  $347  in  January,  1914.  Other  large  increases  in  exports 
from  the  Udited  States  to  India  during  last  January  or  February 
as  compared  with  the  same  months  in  1914  were  in:  oatmeal  and 
other  food  preparations,  lubricating  grease,  belting,  automobile 
tires,  steel  bars,  metal-working  machinery,  wire,  miscellaneous 
machines  and  surgical  appliaaces. 

Thoe  were  many  other  articles  in  which  our  exportations 
decreased  during  the  first  months  of  the  war  and  had  not  yet  re- 
covered in  February.  I  cite  only:  illuminating  oil,  mowers  and 
reapers,  passei^er  automobiles  (these  decreased  from  1239,775  to 
$99,441  in  the  six  months'  period  already  cited,  sightly  decreased 
in  January  and  decreased  f^ain  to  one-half  the  exportation  of  a 
year  ago  in  February),  motor-cycles  and  miscellaneous  vehicles, 
certain  minor  cotton  manufactures,  electrical  appliances,  medical, 
optical  and  other  instruments,  raeors  and  miscellaneous  cutlery, 
stationary  and  traction  engines,  mining  machinery,  typewriters 
(our  export  of  $132,842  worth  in  July  to  December  1913,  fell  to 
193,967  worth  during  the  same  months  of  1914  but  nearly  re- 
covered their  normal  value  in  January  and  February),  steel  plates 
(the  exports  of  steel  sheets  increased),  axes,  saws  and  other  tools, 
barbed  wire,  lamps  (the  sales  during  the  six  months'  period  in  1913 
totaled  $314,685,  but  fell  to  less  than  one-third  of  this  sum  in  the 
last  six  months  of  1914),  men's  shoes,  harness  and  saddlery,  rosin, 
spirits  of  turpentine  (a  small  decrease,  the  export  for  the  half  year 
being  about  $12,000  in  each  case),  paint  and  varnish,  playing  cards 
(we  sold  over  $20,000  worth  during  the  half  year  in  question), 
leaf  tobacco  and  cigarettes  (exports  of  plug  have  increased  during 
the  war  excepting  in  January),  and,  finally,  fir  lumber  (nearly 
$100,000  worth  being  sold  in  the  last  six  months  of  1913  and  about 
one-tenth  of  this  in  the  same  period  in  1914).  These,  I  repeat, 
are  articles  of  which  our  exports  decreased,  as  might  be  expected, 
as  a  result  of  the  war. 

Our  trade  with  India  was  in  some  respects  more  adversely 
affected  by  the  war  than  our  trade  with  the  world  at  large — the 
belligerent  powers  always  excepted — although  not  so  seriously  af- 
fected, for  example,  as  our  trade  with  South  America.  Both  our 
imports  and  our  exports  in  trade  with  India  in  January  of  this  year 
amounted  to  about  70  per  cent  of  the  value  of  the  correspond- 
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ing  trade  of  January  of  last  year,  while,  including  the  United  King- 
dom, our  imports  to  all  countries  in  January,  1915,  were  about 
80  per  cent  of  the  corresponding  imports  of  1914  and  our  exports 
reached  the  large  volume  of  130  per  cent  of  the  January  exports  of 
1914.  ^ain,  during  the  seven  months  ended  January  31, 1915,  our 
imports  from  British  India  ran  about  as  in  January,  70  per  cent  of 
the  imports  of  the  preceding  year,  while  our  imports  to  all  countries, 
includii^  the  United  Kingdom,  were  87  per  cent  of  UioBe  for  the 
corresponding  period  in  1914;  but  our  exports  to  British  India 
during  this  period  of  seven  months  ran  even  with  our  exports  to  M 
other  countries  durii^  the  corresponding  period.  In  ether  words, 
our  exports  during  the  last  seven  months  ended  in  January  were  90 
per  cent  as  lai^  as  those  of  the  corresponding  months  of  1914, 
both  in  the  case  of  India  and  of  all  countries  combined. 

Our  trade  with  South  America  shows  greater  fluctuations  than 
our  trade  with  India.  Our  imports  from  South  America  show  an 
increase  of  118  per  cent,  whether  comparing  the  seven  months' 
periods  as  before  or  comparing  January  last  with  January 
of  1914.  On  the  contrary,  however,  our  exports  to  South  America 
show  the  smallest  per  cent  I  have  yet  given,  a  fall  to  56  per 
cent,  comparing  the  seven  months  ending  in  January  each  year. 
They  show  a  more  favorable  figure,  that  is  a  fall  to  81  per  cent, 
comparing  the  months  of  January,  1914  and  1915. 

In  conclusion,  I  have  shown,  I  think,  that  the  door  of  oppor- 
tunity stands  wide  open  at  the  present  moment  for  great  trade  with 
India  and  that  the  opportunity  will  be  vastly  greater  when  the 
shipping  problem  is  solved,  as  we  must  and  will  solve  i,t.  I  have 
shown  that  it  is  one  of  the  greatest  trades  of  the  world;  that  it  is 
of  greater  importance,  in  many  respects,  in  its  future  possibilities 
than  our  trade  with  South  America;  and  that  it  makes  a  special 
appeal  to  America  as  an  integral  factor  of  the  age-long  campaign 
which  we  must  enter  upon  in  order  to  sustain  our  natural  domi- 
nancy  in  the  commerce  of  the  Far  East  and  of  the  New  Pacific,  the 
future  center  and  chief  arena,  says  the  Paris  s&vant,  of  the  com- 
merce of  th«  world. 
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Bt  Isaac  Wolp,  Jh,, 
PreaideDt  (rf  the  Amerioui  Associfttion  of  Commerce  and  Trade,  Beriin. 

AmerioftD  business  men  as  a,  class,  whether  they  are  doii^  busi- 
ness in  Germany  or  not,  or  whether  they  have  in  the  past  had  any 
German  trade  at  all  or  not,  should  awaken  to  the  fact  that  the 
greatest  chance  for  trade  expansion  is  going  to  come  to  the  United 
States  as  a  result  of  this  war,  and  that  tliis  chance  for  trade  ex- 
pansion is  with  Germany  and  Austria. 

Americans  are  talking  a  lot  about  the  opportunities  for  trade 
expansion  with  South  America  presented  by  the  war.  But  there 
is  nothing  heard  of  the  far  more  important  field  afforded  by  Ger- 
muiy  and  Austria.  South  America  has  a  population  of  about 
35,000,000.  Qermany  and  Austria  have  a  combined  population  of 
about  116,000,000. 

The  manufacturers  of  the  United  States  should  arouse  them- 
selves to  the  fact  that  the  Teutonic  allies  are  going  to  offer  a 
superb  market  for  American  goods  in  consequence  of  the  war. 
The  goods  which  were  hitherto  imported  from  Great  Britain  and 
her  colonies,  from  France  and  from  Rus^  can  in  large  measure, 
be  supplied  ho^after  by  the  manufacturers  of  the  United  States  if 
American  business  men  will  once  understand  that  there  is  to  be  a 
vast  market  presented  in  those  countries. 

The  question  is  often  asked,  "What  goods  will  sell  well  in  Ger- 
many?" In  general  any  manufacture  of  first  class  quality  will  sell 
in  Germany.  When  this  war  is  over  Germany  will  need  almost  all 
kinds  of  goods  and  it  will  be  good  time  to  get  into  the  German  mar- 
ket and  we  shall  find  Germany  one  of  the  best  foreign  markets. 
In  general,  a  firm  going  into  the  German  market  should  have  its 
own  special  representative — this  special  representative  will  be  found 
to  be  the  connecting  line  between  producer  and  consumer.  This 
applies  to  doing  business  with  most  countries.  The  first  requisite  of 
foreign  trade  is  superiority  of  goods.  There  is  no  reason  why 
American  textiles,  especially  hosiery  and  knit  goods,  in  which 
branches  we  have  made  great  strides,  should  not  compete  with  those 
35 
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of  Gennan  make.  There  will  always  be  articles  with  which  we  can- 
not compete,  otherwise  trade  ceases  to  be  reciprocal.  The  sale  of 
American  footweu'  in  Germany  has  increased  about  half  a  million 
during  the  past  year.  Our  tanning  processes  are  said  to  be  superior 
to  the  German  and  we  are  also  very  careful  to  put  good  stock  into 
our  footwear.  American  fur-trimmed  clothing  could  be  exported 
with  profit,  as  furs  are  cheaper  with  us  ^provided  however,  we 
consult  the  tastes  of  our  customers.  In  hides  and  leather,  also 
in  woolen  goods,  we  could  compete.  In  manufactures  of  paper  we 
are  in  many  respects  ahead  of  Germany  as  to  variety  of  good  designs 
and  uses  to  which  we  put  paper — these  are  finding  a  ready  market 
in  Germany.  Instead  of  importing  made-up  cotton  goods  from 
Germany,  we  ought  to  export  them  and  supply  our  own  needs  from 
our  own  mills.  American  ready-made  suita  for  men  and  boyv  are  a 
new  article  for  Germany  and  are  selling  well  at  present  in  the  de- 
partment stores  in  Berlin,  where  also  American  collars,  cuffs  and 
shirts  are  marketed.  This  is  a  branch  that  would  not  fail  of  a  good 
sale;  to  be  sure  we  already  have  our  goods  there,  but  in  small  quanti- 
ties only.  A  German  collar  sells  for  a  quarter,  so  that  there  ought  to 
be  a  good  profit.  Other  things  that  could  be  sold  in  such  a  store  are 
travelers'  requiutes  and  every  requisite  for  a  gentlonan's  outfit,  and 
American  steel  office  furniture.  Little  attonpt  has  been  made  to 
sell  office  furniture,  only  one  American  firm,  so  far  as  I  know, 
having  made  an  attempt.  Our  state  department  at  Washington 
has  lately  been  in  the  habit  of  furnishing  its  offices  abroad  with  this 
kind  of  furniture,  a  practical  advertisement  if  pointed  out  to  visitora. 
There  are  many  other  articles  which  would  sell  well  in  Germany. 

During  the  few  months  I  have  been  in  the  United  States  the 
usual  greeting  I  receive  is,  "  Well,  you  are  lucky  to  get  away  from 
Germany  just  at  this  time."  I  mention  this  as  indicative  of  the 
erroneous  impression  concerning  present  conditions  in  Germany. 
I  say  erroneous — because  if  you  were  in  tbe  city  of  Berlin  today, 
you  would  not  imagine  that  the  country  is  engaged  in  one  of  the 
most  formidable  wars  Germany  ever  undertook.  It  is  remarkable 
to  what  extent  normal  conditions  have  been  maintained  in  Berlin 
unce  the  banning  of  hostilitiea.  You  see  just  as  many  able- 
bodied  men  on  the  streets,  you  see  Just  as  many  ladies  doing  th^r 
shopping  as  ever,  you  will  find  tbe  caf&  and  confectioners  as  fre- 
quented as  ever,  only  you  will  find  the  Germans  quieter  and  more 
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subdued  as  a  natural  result  of  the  terrible  sacrificee  almost  every 
family  is  making. 

The  retail  stores,  espeoislly  the  great  department  stores,  are 
BtiU  doing  a  good  buuness.  Electric  and  other  power  cabs  are 
still  running,  although  in  reduced  numbers  owing  to  the  lack  of 
chauffeurs.  The  auto  omnibuses,  however,  are  running  r^ularly 
on  all  lines.  A  small  number  of  the  wives  of  conductors  on  the 
surface  lines  have  been  given  the  places  of  thwr  husbands,  who  have 
gone  to  the  front.  Factories,  other  than  those  for  military  needs, 
are  working  on  half-time,  hslf-wagee  and  hait'taree.  Merchants  are 
meeting  their  liabilities  as  in  times  of  peace  and  there  is  no  morator- 
ium. Everyone  is  trying  his  or  her  best  to  bridge  over  the  bumness 
situation.  Those  working  for  the  army,  in  any  capacity,  are  mak- 
ing hay  while  the  sun  shines,  and  the  average  shoemaker,  saddler 
and  petty  tailor  have  for  years  not  reaped  such  golden  harvests  as 
at  the  present  time.  Latest  statistics  show  that  the  improvement 
of  the  labor  question  is  making  steady  strides  and  the  number  of  un- 
employed is  not  as  large  as  might  be  expeetad.  Of  course  taking 
5,000,000  men  for  the  army  lessens  the  number  of  mouths  to  be  fed 
at  home. 

The  Induabrial  Situation 

It  is  unnecessary  to  remark  that  industrial  activity  under- 
went many  limitations  during  the  days  of  mobilization,  but  assumed 
fairly  normal  shape  after  concentration  of  the  military  forces. 
No  slack  was  experienced  by  the  industries  connected  with  the 
production  of  food  products.  The  metal  and  clothing  industries 
are,  on  the  whole,  engaged  to  their  full  capacity.  During  the  months 
of  September  and  October  the  following  industries  increased  their 
activity  and  output:  the  metal,  chemical,  textile,  clothing,  leather 
goods  and  printing  industries. 

Prices  of  Foodstuffs 

The  harvests  in  Germany  last  fall  were  almost  normal.  The 
yield  of  rye  exceeded  that  of  previous  years  by  a  million  and  a  half 
hundredweight,  and  rye  forms  the  staple  article  of  food.  All  the 
crops  were  harvested  expeditiously  by  aid  of  the  pupils  in  the  higher 
classes  of  the  schools  and  the  seeding  next  spring  will  probably  be 
done  by  the  same  persons. 
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Id  October  the  feder^  council  prescribed  mitrimiim  prices  for 
wheat,  to  take  effect  November  4.  The  maximum  price  for  home- 
grown rye  differs  somewhat  in  the  various  provinces,  but  keeps 
within  the  limit  of  between  209  and  237  marks  per  ton.  The  maxi- 
mum price  for  homegrown  wheat  amounts  to  40  marks  more  than 
for  rye.  The  object  of  these  fixed  maximum  prices  is  to  insure 
steady  provision  of  food  for  the  population  at  normal  prices. 

In  scrutinizing  the  future  of  American  exports  into  Germany, 
it  can  safely  be  said  at  the  outset  that  soon  after  the  war  a  tremen- 
dous boom  may  be  expected.  Three  conditions,  however,  govern 
this  desirable  and  hoped-for  situation,  vix. : 

First,  that  the  friendly  political  relations  of  old  between  Amer- 
ica and  Germany  continue; 

Second,  that  the  same  commercial  relations  continue,  unharmed 
on  ^ther  ride  by  prejudice  or  envy; 

Third,  that  American  exporters  deal  with  their  German  cus- 
tomers direct. 

In  regard  to  the  first  item,  any  sane  person  does  not  expect  any- 
thing but  continuation  of  the  old,  never  disturbed  friendship  be- 
tween the  two  countries. 

The  second  item  calls  tor  tolerance  on  the  part  of  both  countries, 
and  efforts  in  this  direction,  combined  with  intelligent  study,  in 
order  to  widen  the  export  possibilities,  will  surely  lead  to  splendid 
results. 

The  third  item  represents  but  natural  results  of  the  attitude  of 
the  English  government  which  now  prohibits  any  commercial  inter- 
course with  Germany.  American  exporters,  who  have  given  salM 
privilf^;es  for  continental  Europe  to  business  houses  in  England, 
will  in  the  future  have  to  do  their  business  with  the  representatives 
in  Germany  direct. 
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Bt  William  S.  Eibs, 
Of  the  National  City  Bank  of  N«ir  YaA. 

Organiaed  effort  in  any  line  generally  succeeds  over  individual 
endeavor.  Particularly  is  this  true  in  the  contest  between  nations 
for  commercial  supremacy.  In  highly  competitive  markets  success 
is  attuned  by  the  country  whose  forces  of  production  are  most 
efficiently  oi^anized,  whose  financial  resources  are  capable  of  the 
quickest  mobilieation,  and  whose  sales  campa^ns  reflect  intelligent 
collective  effort. 

The  best  example  of  national  achievement  resulting  from  intelli- 
gent codrdination  of  efforts  is  that  of  Germany.  Twenty-five  years 
ago  Germany  set  for  herself  the  task  of  building  up  her  foreign  trade. 
Her  econoQUBts  saw  clearly  that  national  wealth  and  prosperity 
were  the  sure  rewards  of  a  successful  foreign  commerce ;  that  selling 
to  other  nations,  in  return  for  their  raw  materials,  the  products  of 
factoiy  and  workshop,  meant  a  permanent  income  to  Germany  from 
the  labor  and  skill  of  her  citizens,  and  that  the  value  added  by  the 
processes  of  manufacture  gave  to  her  either  a  call  upon  the  gold 
supply  of  the  world  or  the  option  of  a  credit  which  could  be  used  in 
the  purchase  of  foodstuffs  or  other  raw  materials.  Germany  went 
about  the  matter  in  a  thoroughly  scientific  manner.  An  intensive 
investigation  of  the  possibilities  of  the  various  markets  of  the  world 
was  begun.  The  characteristica,  customs,  manners  and  wants  of 
her  future  customers  were  carefully  studied  in  an  endeavor  to  a»- 
oertain  what  goods  were  desired  and  those  for  which  a  demand  could 
be  created.  There  was  to  be  no  attempt  to  force  upon  people  what 
they  did  not  want. 

Co5perative  societies  were  organized  for  the  advancement  of 
export  trade.  Chambers  of  commerce,  which  were  active  bodies 
and  not  paper  oi^canizations,  collected  data  and  information  for 
the  benefit  of  all  interested: 

The  government,  keenly  alive  to  the  fact  that  commercial 
supremacy  means  national  power  and  greatness,  shaped  its  export 
pc^ciee  along  broad  and  constructive  lines.  Export  trade  needed 
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eooouragement;  consequently  drawbacks  and  export  bounties  were 
provided.  The  merchant  marine  needed  to  be  built  up;  subsidiefl 
were  voted.  Manufacturing  towns  distant  from  the  porta  were  at 
a  disadvantage  in  the  matter  of  railroad  rates;  the  rates  were  forth- 
with adjusted  so  as  to  encourage  manufacturing  for  export.  For- 
^gn  trade  had  to  be  financed.  Branch  banks,  under  liberal  banking 
laws,  were  established  and  became  active  agencies  for  promoting 
trade  in  foreign  countries.  In  order  to  safeguard  the  domestic 
market,  a  protective  tariff  was  instituted.  To  assist  the  Goman 
manufacturer  to  compete  with  others  efficiency  methods  became  the 
subject  of  careful  study,  and  when  it  was  demonstrated  that  com- 
bination meant  lessened  waste,  greater  concentration  of  effort, 
and  more  effective  production,  combination  was  encouraged. 
Price  agreements,  to  avoid  wasteful  competition  at  home  and  abroad, 
were  recognised  as  necessary  and  made  legal.  If,  in  order  to  meet 
the  competition  of  other  nations  in  foreign  markets,  it  was  necessary 
to  sell  below  the  price  prevailing  in  the  domestic  market,  a  public 
opinion  was  created  which  applauded  such  a  course  as  entirely 
patriotic,  in  that  the  greater  the  sale  of  German  products  abroad 
the  nearer  would  German  manufacturing  establishments  approach 
capacity  production,  and  capacity  production  was  early  realised  by 
German  efficiency  experts  as  the  best  means  of  reducing  economic 
waste  in  production  and  lowering  the  unit  cost  of  the  products. 

Germany  saw  that  successful  cultivation  of  foreign  markets 
must  be  baaed  upon  a  thorough  knowledge  of  foreign  countries. 
She  planned  an  educational  system  for  her  youth  whereby  they 
were  taught  commerciaJ  geography,  the  business  langui^ee,  and 
the  financial  customs  and  manners  of  different  peoples,  and  ber 
young  men  were  encouraged  to  go  into  different  parts  of  the  world 
as  commercial  missionaries  to  convert  the  consumer  into  a  user  of 
German  goods. 

The  United  States  has  been  given  by  nature  all  of  the  resources 
necessary  to  build  a  great  manufacturing  nation.  We  have  iron, 
timber  and  other  building  materials  with  which  to  conatruct  fac- 
tories and  workshops.  We  have  water  power  and  coal  in  abund- 
ance. We  raise  in  this  country  vbet  quantities  of  raw  m&terifth. 
Not  only  do  we  supply  our  own  manufacturing  establishments, 
but  each  year  we  export  millions  of  dollars  worth  of  such  raw  ma- 
terials to  other  coiuitries,  and  we  have  the  power  to  increase  indefi- 
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nite^  8uob  produetjon.  With  thsm  advantages  id  our  favor,  the 
United  Statee  should  become  the  greatest  maDufacturmg  nation  of 
all  times. 

We  have  made  great  progress  in  recent  years,  and  the  percentage 
of  increase  in  the  export  of  manufactured  articles  was  greater  in 
the  period  of  1900  to  1912  than  that  itf  Great  Britain  or  Germany, 
but  if  the  figures  for  oil,  steel  products,  refined  copper  and  agricul- 
tural machinery  be  deducted,  the  remaining  totals  would  not  be 
encouraging. 

,  A  study  of  our  export  figures  indicates  that  the  greatest  progress 
in  the  development  of  foreign  fields  has  been  made  by  reason  of  an 
intemdve  study  of  mMicete  and  an  intelligent  oi^aniaation  of  sales 
fmoea  on  the  part  of  gjreat  industrial  cwpwations  like  The  United 
States  Steel  Corporation,  The  International  Harvester  Company, 
The  Standard  Oil  Company,  and  the  selling  companies  representing 
the  refined  copper  interests.  What  has  been  done  in  Germaay  oo 
a  national  scale,  through  the  cooperative  efforts  of  all  classes,  with 
the  encouragement  of  the  government,  bae  been  accomplished  by 
these  large  American  oorporationB  without  government  encourage- 
ment, and  entirely  as  a  result  of  the  skill  and  ingenuity  of  the 
Ameriean  sales  manager  with  a  la^e  vision  and  a  constructive 
iml^pnation. 

In  the  last  few  years,  however,  public  opinion,  if  it  has  been 
correctly  reflected  in  reeent  governmental  actkui  and  in  legislation, 
has  decreed  that  large  ctMnbinations  of  industrial  units  shall  no 
longer  csdst,  and  that  production  shall  be  carried  on  by  smaller 
unita,  aotiv^y  competing  with  each  other,  irrespective  of  the  eco- 
nomic waste  resulting  from  competitive  methods,  the  duplication  of 
sales  oi^anizations,  advertising  and  promotional  expense*,  and 
overhead  costs  in  geoeraL 

We  are  in  the  ntidst  of  this  period  of  diawganixation  of  the 
forces  of  industry  at  the  exact  moment  when  there  is  presented  to 
this  nation  an  cq}portunity  which  will  proi>ably  aevar  again  come  in 
its  history — an  opportunity  for  introducing  American  goods  in 
markets  hitherto  olosed  to  this  country.  Admittedly,  the  tre- 
OMadoufl  p«wer  developed  by  great  combinations  of  capital  has  been 
ID  uumoouB  instances  abused,  and  the  eeouoniic  value  to  the  nation 
erf  highly  orgaaiaed  inBtrumentalitiea  ot  produntiou  has  been  lost 
sight  of  IB  the  pt^ular  indignation  aroused  as  a  result  of  the  exposure 
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of  abuse  of  power,  and  the  injury  done  by  unfair  practices  to  com- 
petitors.  But  we  are  too  often  extremists.  Our  tariff  is  either 
unreasonably  high  or  ruinously  low.  We  stubbornly  refuse  to 
adjust  it  scientifically  throi^  the  agency  of  a  board  of  experts. 
We  permit  our  rulroads  and  public  service  corporations  a  free  rein, 
and  when  the  abuses  which  such  a  poUcy  fosters  are  brought  home, 
we  proceed  to  hamper  their  usefulness  and  to  block  their  growth 
and  development  by  the  passage  of  unscientific  restrictive  laws,  and 
by  over-regulation  on  the  part  of  many  state  commissionB.  Too 
often  we  seem  to  prefer  to  tear  up  by  the  roots  rather  than  to  use 
the  pruning  knife.  And  so  in  dealing  with  our  trust  proUem  we 
have  refused  to  recogniie  the  great  advantages  of  concentration  of 
effort  in  production,  and  the  economies  which  come  with  efficient 
01% animation.  We  have  been  willing  to  sacrifice  all  this  rather  than 
to  attempt,  by  intelligent,  constructive  legialation,  to  pjeserve  that 
which  is  economically  sound. 

The  Sherman  Act  forbids  combinations  in  restraint  of  trade, 
or  which  would  tend  to  restrict  competition  in  foreign  and  domestic 
commerce.  The  recently  enacted  anti-trust  acts  do  not  change  the 
terms  of  the  Sherman  Act,  but  have  provided  a  Federal  Trade 
Commission  with  very  large  inquimtoriSLl  powers,  which,  while  not 
endowed  with  the  functions  of  a  court  of  last  resort,  nevertheless 
will  have  a  large  influence  in  determining  the  boundaries  within 
which  cooperative  effort  may  safely  be  carried  on. 

The  CommisBton,  since  its  oi^nization,  has  shown  a  keen  in- 
terest in  the  subject  of  foreign  trade,  and,  judging  from  the  char- 
acter of  its  membeiship,  may  be  expected  to  do  all  within  its  power 
toward  luding  in  the  development  of  constructive  plans  for  building 
up  our  foreign  commerce. 

It  is  plain,  from  the  experience  of  Germany  and  EIngland,  that 
material  progress  in  the  development  of  forragn  commerce  depends 
upon  cooperative  effort,  not  only  between  manufacturers,  but  be- 
tween the  government  and  those  interested  in  foreign  trade.  Within 
the  limits  of  the  trust  laws,  the  government  has  shown  a  most  lauda- 
ble cooperative  spirit.  The  Department  of  Commerce  is  doing 
splendid  work,  and  the  present  chief  of  the  Bureau  of  Foreign  and 
Domestic  Comm^re  has  built  up  an  oi^anisation  of  experts  who  are 
gjving  real  service  to  our  manufacturers.  The  Treasury  Department 
has  applied  itself  to  the  study  <^  the  financial  needs  of  Uie  South 
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American  countries,  with  the  desire  of  being  helpful,  and  is  working 
along  constructive  lines. 

There  does  not,  however,  seem  to  be  that  spirit  of  cooperation 
among  manufacturers  themselves  which  is  necessary  to  the  accom- 
phshment  of  permanent  results.  This,  to  a  lai^  degree,  no  doubt, 
is  due  to  the  feelii^  of  uncertainty  existing  in  the  minds  of  manu- 
facturers as  to  the  extent  of  the  application  of  the  Sherman  Act  to 
combinations  engaged  in  foreign  commerce.  Some  lawyers  have 
held  that  the  Sherman  Act  does  not  apply  in  foreign  commerce; 
others  have  held  that  it  does.  While  the  process  of  unscrambling 
combinations  is  still  going  on,  and  so  long  as  there  is  any  doubt 
about  their  validity,  there  will  be  hesitancy  about  forming  new 
combinations  irrespective  of  their  economic  value. 

A  great  deal  has  been  said  recently  about  the  necessity  of  or- 
ganizing combinations  among  industries  interested  in  foreign  trade 
if  new  foreign  markets  are  to  be  successfully  developed.  There 
seems  to  be  quite  a  general  agreement  that  the  Sherman  Act  should 
not  apply  to  combinations  organized  for  export  trade.  That  the 
Administration  itself  recognizes  the  necessity  for  cooperative  effort 
in  opening  new  markets  is  indicated  by  the  speech  of  the  President 
of  the  United  States  before  the  Third  Annual  Meeting  of  the  Cham- 
ber of  Commerce  of  the  United  States,  on  February  3,  1915,  when 
he  said : 

I  want  to  know  how  ooOperative  methods  can  be  oonduoted  for  the  benefit 
of  everybody  who  wants  to  use  them,  and  I  s^  frankly  that  if  I  can  be  ahown  that, 
I  am  for  them.  If  I  cannot  be  shown  that,  I  am  against  them.  I  haBt«n  to  add 
that  I  hopefully  expect  that  I  can  be  shown  ttiat. 

Congress  will  not  meet  again  until  next  winter,  and,  therefore, 
legislation  clarifying  the  situation  by  amending  the  Sherman  Act 
so  that  it  shall  not  apply  to  combinations  in  foreign  trade  cannot 
be  expected  for  at  least  a  year.  In  the  meantime,  opportunity, 
kept  wiuting  at  the  closed  door,  may  turn  on  its  heels. 

It  would  seem  of  vital  importance  that  the  best  thought  and 
study  of  those  who  are  interested  in  the  development  of  our  foreign 
commerce  should  at  this  time  be  directed  toward  the  finding  of 
some  temporary  expedient,  if  possible,  which  will  permit  manu- 
facturers in  certain  lines  to  combine  in  organizations  for  the  study 
and  development  of  new  markets. 

Opening  new  markets  abroad  costs  money.     Wasteful  competi- 
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tioD  in  such  markets  injures  the  American  muiufacturer,  serves  to 
discourage  effort,  and  benefits  only  the  foreign  consumer  and  the 
foreign  competitor.  In  its  last  analysis,  unprofitaUe  foragn  trade 
is  a  burden  upon  the  industry  at  home,  whereas  profitaUe  export 
business  results  in  a  prosperity  for  the  particular  industry,  in  which 
capital  and  labor  share,  and  which  ultimately  benefits  the  domestic 
consumer. 

There  are  no  restrictions  in  the  Sherman  Act  against  combina- 
tion for  the  purpose  of  studying  foragn  markets,  collecting  and  dis- 
seminating information,  investigating  efficiency  methods  in  produc- 
tion, or  against  promoting  in  general  the  interests  of  the  American 
manufacturer.  Combinations  under  the  Sherman  Act  are  only 
illegal  if  they  restrain  or  tend  to  stifle  competition  among  the  manu- 
facturers of  this  country,  whether  the  competition  be  in  foreign  w 
domestic  business.  Combinations  for  the  doing  of  export  business, 
which  would  result  in  the  shutting  out  of  other  concerns  from  the 
foreign  field  as  the  result  of  a  monopolistic  scheme  of  organization, 
would  probably  be  illegal  under  the  Sherman  Act  as  at  present  con- 
strued. And  yet  export  trade,  with  its  many  difficulties  and  prob- 
lems, requires  such  a  concentration  of  resources  and  effort  that  the 
great  benefits  to  be  derived  by  the  whole  country  from  a  lai^ 
foreign  commerce  argue  powerfully  for  the  removal  of  all  restriciions 
upon  combinations  in  export  trade. 

Without  wanting  to  be  und^Btood  as  favoring,  under  any 
circumstances,  the  retention  of  the  provisions  of  the  Sherman  Act 
which  BO  seriously  handicap  the  development  of  export  business, 
but  realizing  that  while  waiting  for  congressioniU  aetion  the  manu- 
facturers of  this  country  are  lomng  precious  time  in  which  should 
be  begun  preliminary  foundation  work  of  greatest  importance  in 
the  upbuilding  of  our  foreign  buuness,  I  desire  to  suggest  in  brief 
outline,  for  your  consideration,  a  concrete  plan  for  the  organiKation 
of  export  societies,  which,  in  its  essentials,  would  appear  not  to 
violate  the  prohibitions  of  the  Sherman  Act,  when  interpreted 
according  to  the  "Rule  of  Reason." 

Let  there  be  organized  under  the  laws  of  one  of  the  states  a 
corporation  to  be  known,  for  example,  as  The  American  Drug  Manu- 
facturers Export  Corporation,  The  American  Coal  Producers  E^- 
port  Association,  or  some  «niilar  title;  the  organization  to  be  incor- 
porated with  suffident  capital  stock  to  permit  all  of  the  members  of 
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the  industry  throughout  the  country,  or  in  certain  cases  those  in  a 
partdoular  locality,  who  so  dedre,  to  become  members  upon  exactly 
the  same  terms.  Each  producer  de^ring  membership  to  subscribe 
to  a  definite  amount  of  stock,  his  subscription  being  payable  in 
equal  inBtalments  over  a  tenn  of  years;  sufficient  stock  to  be  re- 
tained  in  the  treasury  to  provide  for  those  who  might  subsequentty 
desire  to  become  members  upon  equitable  terms  fair  to  the  original 
members,  each  member  to  own  exactly  the  same  amount  of  stock. 
Hie  general  scheme  and  method  of  operation,  which  will  ooti- 
stitute  the  contract  between  the  corporation  and  the  membens,  as 
well  as  between  the  members  themselves,  will  properly  be  embodied 
in  the  articles  of  association,  and  will  be  along  the  followii^  lines: 

1.  The  corporation  is  to  be  impartially  organized  in  a  manner 
fair  to  all  its  members,  and  the  management  selected  with  expert 
ability  as  the  sole  test. 

2.  Membership  on  the  board  of  directors  to  be  arranged  so 
that  in  due  course  of  time  every  member  shall  receive  representa- 
tion. To  avoid  possibility  of  unfair  treatment,  there  will  be  pro- 
vided a  permanent  arbitration  committee,  to  be  selected  in  an 
impartial  maimer,  and  to  be  made  up  of  persons  having  no  interest 
in  the  industry.  To  this  committee  shall  be  referred  any  questions 
in  dispute,  and  its  services  may  be  invoked  by  any  member, 

3.  Each  member  shall,  at  the  beginning  of  the  year,  report  to 
the  export  corporation  the  amount  of  ite  product  available  for  export 
durii^  the  year,  the  conditions  of  delivery  and  of  acceptance  of 
orders,  and  the  price  at  which  it  is  willing  to  sell  in  a  foreign  market. 
These  tenders  may  be  changed  from  time  to  time,  under  such 
conditions  as  may  be  thought  advisable,  and  special  quotations  of 
additional  quantities  may  be  named  whenever  desirable. 

4.  The  sales  force  of  the  corporation  will  undertake  the  disposal 
of  the  exportable  surplus  of  its  members  on  the  terms  and  condi- 
tions specified,  obtaining  the  best  price  possible,  making  use  of  the 
export  commission  houses,  the  local  representatives,  the  trained 
salesman  and  every  agency  of  value  in  building  up  foreign  trade. 
The  difference  between  the  price  quoted  and  the  price  obtained 
shall  belong  to  the  export  corporation  as  a  profit,  and  upon  all  sales 
all  members  shall  pay  to  the  export  corporation  the  same  percentage 
as  a  commiswon. 

5.  Whenever  a  demand  shall  be  found  to  east  in  a  particular 
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market  for  a  certain  quantity  of  goods  which  must  be  sold  at  a  lower 
price  than  quoted  by  any  of  the  members  in  order  to  meet  for^gn 
competition,  all  members  shall  be  notified  of  the  possible  order,  and 
given  an  opportunity  to  meet  the  foreign  price.  Competitive  bids 
will  be  received,  and  the  lowest  bidder  is  to  receive  the  order;  or, 
if  there  are  a  number  of  low  bidders,  the  order  is  to  be  divided. 

6.  All  profits,  alter  deducting  all  expenses,  and  setting  aside 
such  a  sum  as  shall  be  deemed  necessary  for  promotion,  advertising, 
establishment  of  permanent  quarters,  etc.,  shall  be  distributed 
equally  among  the  members. 

7.  The  export  corporation  shall  provide  an  expert  who  shall 
collect  statistical  data  and  information  of  value  to  the  industry, 
which  shall  be  distributed  promptly,  and  under  the  same  conditions, 
and  in  the  same  manner,  to  all  members.  The  export  corporation 
shall  also  have  on  its  staff  an  efficiency  engineer,  who  shall  make 
intensive  study  of  methods  of  production  in  the  industry,  cost  of 
production,  competitive  ma^ns,  and  the  productive  capacity  of 
various  plants.  His  services  shall  be  available  to  any  of  the  members 
for  the  purpose  of  giving  advice  as  to  the  development  of  greater 
efficiency  in  production,  diminishing  the  cost  of  production,  or 
increasing  the  output.  He  shall  also  give  to  all  members  technical 
advice  as  to  the  best  methods  of  meeting  peculiar  requirements  of 
foreign  markets. 

8.  The  export  corporation  may  also  act  as  a  purchasing  agency 
for  raw  materials.  Being  able  to  purchase  in  large  quantities,  as  a 
representative  <A  many  consumers  in  a  given  line,  it  will  be  able  to 
buy  in  foreign  markets  at  the  lowest  prices.  All  members  will  be 
entitled  to  the  corporation's  services  in  this  respect  upon  the  same 
terms. 

It  is,  of  course,  not  necessary  to  limit  the  membership  in  such  an 
organization  to  particular  lines.  Groups  of  manufacturers  in  allied 
lines  could  profitably  unite  to  form  one  export  company  which  could 
conduct  a  sales  campaign  for  all,  as,  for  example;  a  drug  manufac- 
f  urers'  export  corporation  might  well  include  manufacturers  of  toilet 
articles,  cosmetics,  perfumes  and  bathroom  accessories.  Manu- 
facturers of  cottons,  woolens  and  silks  might  combine  in  one  large 
textile  export  association. 

In  the  scheme  of  orgaDisation  outUned,  competition  is  unre- 
stricted among  all  the  membo^  of  the  corporation.    Each  member 
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fixes  the  price  at  which  it  will  sell  its  product,  and  in  effect  tenders  to 
the  export  corporation  the  dispoBal  of  a  certain  product  at  a  certain 
price.  If  the  price  ia  too  high,  the  product  of  a  particular  member 
remains  unsold.  When  special  opportunities  are  found  in  a  partic- 
ular market,  all  members  are  given  a  chance  to  bid  for  the  business. 
Fair  competition  without  favor  is  thus  guaranteed  to  each  of  the 
membttfl.  The  member  with  small  resources  and  a  minimum  out- 
put is  not  placed  at  a  disadvantf^e  if  he  cannot  meet  the  prices  of 
the  more  powerful  members  of  the  group,  because  he  will  receive 
his  share  of  the  profits  of  the  corporation,  which  will  result,  in  a 
large  degree,  from  the  commission  which  each  member,  whose 
[Mwluct  is  successfully  sold,  must  pay. 

The  corporation  cannot  be  said  to  restrain  the  trade  of  its 
members  or  those  who  are  not  members.  Its  benefits  are  open  to 
all  in  the  industry  on  the  same  basis.  Its  members  are  not  obliged 
to  sell  exclumvely  to  or  through  the  corporation,  and  are  thus  free 
to  develop  trade  for  special  brands,  if  they  can  do  so  better  than 
through  the  corporation.  The  prohibitions  of  the  Sherman  Act, 
in  regard  to  restraint  of  trade,  are  meant  for  the  benefit  of  the  Amer- 
ican consumer  and  the  American  manufacturer,  and  neither  the 
American  consumer  nor  manufacturer  can  be  injured  by  the  opera- 
tions of  the  corporation.  Competition  in  domestic  markets  is  not 
affected.  If  the  American  consumer  is  affected  at  all,  it  will  be 
beneficially,  because  through  the  disposition  of  a  large  part  of  the 
output  on  the  foreign  field,  American  manufacturers  will  be  able 
to  approach  nearer  to  capacity  production,  thereby  bringing  down 
the  unit  cost  of  the  article  manufactured,  with  a  possible  reduction 
in  price,  in  the  domestic  market. 

The  greatest  advantage  to  be  derived  from  such  an  organisation 
is  the  concentration  of  the  resources  of  different  manufacturers  in 
the  building  of  a  thoroughly  efficient,  highly  trained,  sales  ot^nisa- 
tion,  under  skilled  management,  devoting  atl  its  enerf^es  to  the 
development  of  foreign  markets. 

One  of  the  greatest  benefits  to  be  guned  from  a  thorough  or- 
ganisation of  our  export  activities  would  be  unity  of  thought  and 
action  in  dealing  with  some  of  the  large  problems  connected  with 
foreign  conmierce. 

E^xperts  representing  various  industries,  working  in  conjunc- 
tion, could  accomplish  much  toward  simplifying  the  mechanical 
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details  of  export  trade.  Greater  uniforoiity  in  UUa  of  lading,  ship- 
pis^  documents,  consular  practices  and  fees,  oustonu  house  regula- 
tions and  port  charges  might  be  brought  about  by  united  effwi. 
Better  service  could  be  exacted  from  steamahip  compamea  and  with 
greater  knowledge  and  closer  attention  to  details  the  numerous 
delays,  exactions,  and  fioea  in  foreign  customs  houses,  wiiich  are 
BO  exasperating  to  the  importer  and  exporter,  could,  to  a  great 
extent,  be  avoided.  To  a  body  of  experts  of  this  character  could  be 
intrusted  the  investigations,  if  not  the  preliminary  formulation  of 
commercial  treaties  of  the  United  States,  which  are  of  such  impor- 
tance in  the  development  of  reciprocal  trade  relations  with  foreign 
countries. 

The  idea  of  such  an  association  may  appear  Utopian  to  some, 
but  practical  Germany  has  demonstrated  the  value  of  intensive 
organization  and  concentration  of  effort  in  foreign  oommerce. 

The  above  plan  is  put  forth  not  as  a  finished  scheme  of  organi- 
eation  which  should  be  adopted  without  modification,  but  merely 
as  a  suggestion  in  broad  outline,  in  the  hope  that  by  focusing  atten- 
tion upon  a  concrete  proposition  some  definite  results  might  be 
accomplished.  If  the  scheme  of  such  a  cooperative  export  corpora- 
tion or  society,  which  is  about  the  only  form  of  legal  combination 
possible  under  our  existing  laws,  should  prove  to  be  impractical  in 
its  application  to  present  conditions,  that  fact  in  itself  should  em- 
phasize the  immediate  necessity  of  unshackling  American  busineea 
so  as  to  permit  freedom  of  action  in  the  forwgn  field.  On  the  other 
hand,  if  so  reasonable  a  plan  for  cooperative  action  as  that  outlined 
be  considered,  in  its  fundamentals,  as  violating  the  provisions  of 
the  Sherman  Act,  then  the  absurdity  of  having  such  a  law  upm  our 
statute  books  would  appear  to  be  clearly  demonstrated. 

Of  course,  it  must  be  recognized  that  codperation  through  the 
means  of  some  legal  form  of  combination  is  not  essential  or  neces- 
sary to  the  development  of  foreign  business  in  all  lines,  although  m 
standardized  lines  where  foreign  competition  is  keen  our  manu- 
facturers must  have  the  right  of  organization  if  progress  is  to  be 
made. 

For  the  marketing  of  many  products,  the  present  export  or 
commission  house,  with  its  thoroughly  efficient  organisation,  fur- 
nishes the  best  of  facilities  to  the  exporter,  although  even  here  an 
organization  among  various  manufacturers,  for  the  purpose  of  d«- 
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veloping  a  market  and  carrying  on  a  general  publioity  and  aolee 
campaign  for  the  benefit  of  all,  will  prove  valuable.  Sucb  a  aelUof 
orgaivwtJOQ  might  arrange  with  the  commiauon  bouge  to  attend  to 
all  of  the  necessary  details  in  the  actual  exportation  of  tbfl  goods. 

In  certain  particular  lines,  too,  where  a  manufacturer  is  inter^ 
ested  in  developing  a  market  for  a  particular  brand  or  design,  there 
might  be  little  advantage  in  combination  with  a  competitor,  ouept, 
perhaps,  that  there  should  be  a  clearly  recognized  right  among  sucb 
competitors  to  make  binding  agreements  in  regard  to  the  extension 
of  terms  in  foreign  countries. 

As  indicating  the  necessity  of  our  moouf  aoturere  beii^  permitted 
to  make  agreements  in  the  matter  of  the  extension  of  credits,  let 
me  quote  from  a  letter  received  from  a  Urge  manufacturer  a  day  or 
so  ago.     He  says: 

Of  oouns,  our  prinoipal  trouble  tt  the  ^gtemt  tiai«  b  with  <n«dit«.  We  ue 
limiting  OUT  dfttittg  to  "flO  dtya  from  date  of  invoice,"  sad  m  k&vo  heard  of  aone 
ocMopetiton  wko  hftve  given  120  daya,  but  we  twve  wllad  their  attention  to  tbe 
fact  that  it  the  wioiu  American  nuuiufacturera  are  going  to  sell  terma  in  oon- 
petition  with  one  another,  instead  of  merchandise,  we  eholl  all  be  loeera  in  the 
long  run,  because  the  buyer  in  Buenos  Aires  wiH  simply  play  one  concern  against 
the  other  to  Mcurs  the  kxtgest  dating. 

The  matter  of  credits,  due  to  the  diffieuity  in  obtaining  credit 
information  conoeming  firms  in  foreign  countries,  is  a  serious  ob> 
stacle  to  the  growth  of  export  business.  The  long  time  credit  wtuoh 
has  heretofore  been  customary  in  South  Amwican  countriea  atuj 
Russia  is  violative  of  sound  financial  principles.  A  man  should 
receive  such  time  for  the  payment  of  bis  bills  as  will  permit  him  to 
realize  upon  the  sale  of  goods.  Wbea  he  has  received  the  money 
from  the  sate  of  the  goods,  a  part  of  it  belongs  to  the  merchant  who 
sold  him  the  goods  and  the  rest  is  hjs  profit.  If  be  ia  allowed  to 
keep  that  which  does  not  belong  to  him  for  a  further  length  of  time, 
he  will  be  tempted  to  speculate  or  at  least  tQ  divert  the  monejr  into 
other  sources.  Too  long  credits  encourage  over-stocking,  over- 
extension and  speculation.  '  If,  in  the  cultivation  of  new  markets, 
American  manufacturers,  in  order  to  get  business,  will  be  obliged 
to  compete  with  each  other  in  the  extension  of  lengthy  ere«Uts,  and 
will  be  denied  the  right  of  sfirQemeut  or  codperatioa  in  matters  of 
this  kind,  the  results  in  the  long  run  are  bound  to  prove  disastrous. 

Injurious  competition  between  our  manufacturers  La  foreign 
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markets  will  inevitably  result  in  making  the  business  for  alt  unprof- 
itable, forcing  many  out  of  the  market  in  disgust,  to  the  entire 
satisfaction  of  our  foreign  competitors,  who  derive  profit  and  en- 
joyment from  our  attempts  to  destroy  one  another  in  internecine 
industrial  warfare. 

It  cannot  be  denied  that  in  the  scheme  for  an  export  corporation 
as  outlined,  there  are  opportunities  for  abus^  and  the  growth  of 
practices  which  may  be  injurious  to  some  of  the  members.  By  the 
appointment  of  a  permanent  arbitration  committee,  one  of  whom 
might  very  properly  be  a  member  of  the  Federal  Trade  CommisBion, 
any  member  who  felt  himself  discriminated  agEunst,  or  unfurly 
treated,  could  obtain  redress.  The  Federal  Trade  Commisnon,  too, 
has  power  under  the  law  to  correct  such  abuses  upon  complaiot. 
Tbs  important  thing  is  to  find  some  plan  of  cofiperative  effort,  which 
is  fundamentally  legal  and  at  the  same  time  practical;  some  plan 
which  can  be  availed  of  by  our  manufacturers  without  danger  of 
criminal  prosecution,  until  such  time  as  the  law  shall  have  been 
changed. 

The  smaller  manufacturer,  of  necessity,  has  become  interested 
in  the  subject  of  developing  export  trade.  In  many  instances  he 
cannot  afford  the  cost  of  a  promotion  campaign  in  a  foreign  market. 
The  very  prohibitions  of  the  Sherman  Act  which  are  designed  to  give 
him  an  equal  opportunity  operate  to  put  him  at  a  disadvantage  witti 
the  larger  manufacturer  capable  of  maintaining  an  effective  sales 
organization  in  foreign  lands. 

By  combining  the  resources  of  manufacturers  in  a  given  line,  a 
highly  trained  and  efficient  organization  can  be  developed,  operat- 
ing at  a  minimum  expense,  which  can  scientifically  study  the  markets 
of  the  world,  disseminate  information  for  the  benefit  of  all  and  con- 
duct comprebennve  sales  campaigns  along  educational  lines,  which 
will  be  sure  to  bring  favorable  results. 

The  possibilities  of  our  commercial  future  carry  a  striking  ap- 
peal even  to  the  ordinary  imagination.  Whether  the  great  oppor- 
tunity in  the  nation's  history  will  be  taken  advantage  of  in  full 
measure,  to  the  las^g  benefit  of  the  whole  people,  will  depend  upon 
the  education  of  our  people  to  the  value  to  this  country  of  export 
trade;  upon  the  development  of  a  genuine  spirit  of  coSperation 
amoi^  our  manufacturers  in  the  intemdve  study  of  the  poswbilities 
of  new  markets;  upon  the  patience,  skill  and  tact  which  are  exercised 
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in  the  cultivation  of  the  foreign  field;  upon  the  building  up  of  a 
public  opinion  which  will  compel  the  removal  of  the  fetters  from 
legitimate  busiaeae;  and,  <A  most  importance,  upon  the  asaumption 
t^  leadership  in  this  movement  by  men  of  broad  vision,  untiring 
energy  and  unselfish  devotion. 
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THE    IMPORTANCE    OF    AN    AMERICAN    MERCHANT 

MARINE 

Bt  Bernasd  N.  Bakeb, 
Baltimore,  Md. 

I  feel  highly  honored  by  the  request  to  address  your  influeotjal 
body  upon  the  importance  of  an  American  merchant  marine  in  the 
development  of  our  trade  with  Central  and  South  America.  I  wish 
to  present  this  subject  from  a  practical  business  standpoint  and 
from  long  experience  in  the  merchant  marine. 

To  begin  with,  we  will  take  one  country,  the  Argentine  Republic, 
and  one  class  of  merchandise,  coal,  and  show  you  what  can  actually 
be  done.  The  annual  coUBumption  of  coal  in  the  Argentine  Republic 
is  about  5,000,000  tons  per  annum.  So  far  they  have  been  able  to 
find  little  or  no  coal  there,  so  they  must  depend  upon  other  coun- 
tries for  their  supply.  Now  their  coal  supply  ia  mainly  from  Eng- 
land. The  last  quotation  of  which  I  have  accurate  information  Is 
of  the  date  of  April  17,  the  average  price  of  coal  in  Buenos  Ayzea  is 
about  td  per  ton.  For  a  number  of  years  the  price  of  coal  f,  o.  b. 
at  the  various  English  ports  varying  from  the  very  best  Welsh 
steam  coal  to  the  poorest  coal  produced  on  the  east  coast  was  98 
per  ton  for  the  best  Welsh  coal  and  $5  a  ton  for  the  poorest  quality. 
The  rate  of  freight  at  the  same  time  to  the  River  Plate  is  J7  a  ton. 
Now  this  would  make  the  coal  delivered  to  Argentine  ports  of  the 
best  quality  of  coal  $15  a  ton,  or  poor  quality  f  12  a  ton.  The  very 
best  American  coal  f.  o.  b.  at  the  Virginia  Capes,  or  Lambert's 
Point,  the  most  convenient  ports  to  ship  from  (and  the  best  American 
coal  is  equal  to  the  very  best  Welsh)  can  be  placed  on  board  vessels 
at  Newport  News  or  Lambert's  Point  at  a  cost  of  t3  per  ton  and 
even  less.  We  have  no  American  ships  to  carry  this  coal,  but  one 
of  the  largest  ship-building  concerns  in  England  would  undertake 
to  provide  the  actual  construction  of  ships  to  deliver  coal  to  Buenos 
Ayres,  bringing  the  ships  back  in  ballast,  at  a  cost  less  than  $3  per 
ton,  making  the  difference  in  cost  between  American  and  English 
coal  of  $9  per  ton,  delivered  to  Buenos  Ayres.  This  is  not  a  theory, 
these  are  facts. 
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Why  have  not  our  la^e  coal  interests  taken  advantage  of  the 
opportunity  to  develop  such  a  trade  with  the  United  Statea?  First, 
and  most  imp4»tant,  is  the  fact  that  all  the  large  consumers  of  coal 
in  the  Argentine  are  almost  entirely  controlled  by  English  interests 
and  there  is  in  existence  today  in  England  a  combination  known  as 
the  Cambria  Coal  Combine  which  prevents  business  being  done  by 
agreements  with  the  American  coal  interests. 

But  the  reply  will  be  made  that  Amenctm  steamship  companies 
in  thdr  past  experience  have  not  been  aucceesfu).  This  is  true,  but 
anyone  who  will  make  a  careful  study  of  the  cause  and  condition 
governing  these  various  American  eBterprises  will  find  without 
exception  that  good  and  sufficient  reasons  can  be  given  for  thnr 
failure. 

Until  the  beginning  of  1914  there  existed  such  a  powerful  com- 
bination in  the  control  of  the  import  and  export  business  from  the 
United  States  and  Europe  to  South  America,  upon  forngn-owned 
steamers,  that  it  was  impossible  for  any  independent  service  to 
attempt  to  secure  cargo,  particularly  coffee,  from  Brasil  to  tiie 
United  States  at  any  rate  of  freight  whatever.  Without  gcnng  into 
the  detuls  of  this,  I  would  call  attention  to  the  effort  made  by  a 
New  Orleans  company  as  testified  to  before  a  committee  of  Con- 
greoB  as  to  the  impossibility  of  securing  cargo  ai  any  rate,  so  powerful 
was  the  combination  that  any  shipper  that  shipped  by  any  inde- 
pendent service  could  not  secure  freight  room  to  any  ports,  not  only 
American,  but  also  foreign  for  all  future  time. 

With  regard  to  the  profitableness  of  the  operation  of  steamship 
lines,  it  is  a  very  remarkable  circumstance  that  while  today,  and  I 
quote  from  the  report  of  the  Cunard  Steamship  Company  just 
issued  for  the  calendar  year,  ending  December  31,  their  business 
had  been  so  profitable  that  they  had  earned  sufficient  to  pay  not 
only  a  10  per  cent  dividend,  but  a  10  per  cent  cash  bonus  dividend 
and  carried  over  $700,000  to  the  credit  of  profit  and  loss,  while  the 
only  large  American  company  (the  International  Mercantile  Marine 
Company)  on  April  second  went  into  the  hands  of  a  receiver.  What 
do  we  lack?  Is  it  good  management  or  a  lack  of  interest?  In 
1903  at  the  time  (rf  the  formation  of  Uie  International  Mwcantile 
Marine  Company  a  careful  calculation  was  made  and  the  request 
made  (rf  every  steiunship  company  or  firm  owning  20,000  tons  of 
ocean  stcamera  and  over  for  a  statement  of  their  accounts.    The 
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result  of  this  was  that  reports  came  in  from  eighty-nine  steamship 
companies  representing  2,530  steamships  with  a  tonnage  of  7,433,- 
575  tons.  This  represented  every  nationality  (except  American), 
namely,  British,  German,  French,  Japanese,  Austrian,  Nether- 
lands, Spanish,  Itfdias,  Danish,  Russian,  Norwegian,  Grecian 
and  Swedish.  The  result  for  a  series  of  years  of  these  companies 
showed  an  average  net  dividend  payment  of  6.33  per  cent  per 
annum.  Another  fact,  the  avera^  price  today  of  steamship  securi- 
ties in  England  is  on  an  interest  basis  return,  regarded  more  favor- 
ably than  almost  any  other  possible  investment.  I  will  only  quote 
under  date  of  Marcb  25  the  last  quotations  available:  Anchor  Line 
4i  per  cent  bonds  are  bringing  105;  the  4}  per,cent  Cunard  Bonds 
102i;  Peninsular  and  Oriental  Navigation  Company  3^  Debentures 
85;  this,  too,  in  the  time  of  war.  I  have  been  informed  that  in  one 
hundred  years  there  has  not  been  in  the  history  of  the  English  mer- 
chant mu-ine  one  dollar  lost  on  mortgage  investments  in  the  promi- 
nent British  steamship  companies.  Can  any  of  our  railroads  or 
any  of  our  industrial  enterprises  show  such  results?  Why,  therefore, 
is  it  not  possible  to  have  in  our  country  a  merchant  marine  under 
our  own  flag? 

First  and  most  important  is  the  first  cost  of  the  ship.  This 
varies,  according  to  the  character  of  the  ship  from  40  to  60  per  cent 
more  in  the  United  States  than  in  any  other  country,  particulariy 
England  and  Germany.  Now,  Congress  has  passed  I^islation 
(Act  of  August  18,  1914)  allowii^  any  ship,  owned  or  purchased  by 
citiiens  of  the  United  States  under  a  foreign  Sag,  to  be  transferred 
to  American  registry  without  duty,  if  engt^ed  in  the  foreign  trade, 
so  this  provides  a  remedy. 

The  second  and  most  important  question  is  that  of  crews, 
crews'  wages  and  regulations  governing  same.  These  are  in  a  most 
hopeless  state,  and  until  the  United  States  can  get  all  the  other 
important  maritime  nations  to  codperate  with  her  in  the  regular 
tion  of  payment  of  the  crews'  wages,  etc.,  it  will  be  impossible  for 
an  American  owner  under  the  American  S^  to  compete  in  the 
foreign  ocean-carrying  trade  with  other  countries.  It  seems  to  me 
that  this  could  be  done  with  the  cooperation  of  other  coimtries. 
How  can  we  accomplish  this? 

Let  VB  study  what  has  been  done  to  build  up  our  merchant 
marine. 
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The'fitst  and  moBt  importftnt  bill  that  actually  passed  at  a 
session  of  Congress  was  known  as  the  "  Msil  Contract  Act  of  March 
3d,  1881."  Every  party  platform  in  every  national  election  has 
advocated  in  various  forms  the  upbuilding  of  an  American  merchant 
marine.  From  the  time  of  the  passage  of  this  act  in  1891,  to  the 
present  time,  there  have  been  ntuuerous  bills  introduced,  but  never 
could  the  Senate  and  the  House  agree  on  the  passage  of  a  bill,  and 
it  has  nearly  always  unfortunately  been  made  a  party  measure, 
even  down  to  the  last  legislation  proposed,  known  as  the  "Ship 
Purchase  Bill." 

In  1911  the  post  office  department,  under  the  terms  of  the  Act 
of  March  3,  1891,  advertised  for  the  establishment  of  services  with 
various  ports,  especially  to  use  the  Panama  Canal,  and  in  the 
proposed  service  was  established  a  special  system  of  baige  service 
both  from  Colon  and  Panama  to  the  north  coast  of  South  America 
and  also  the  west  coast,  as  it  was  thought  there  would  be  an  enor- 
mous distributing  station  at  both  these  ports.  The  only  conditions 
in  this  advertisement  were  that  the  control  of  any  corporation  taking 
advantage  of  a  mail  contract  should  not  be  held  by  the  railways  or 
by  any  interest  doing  business  with  these  countries  on  their  own 
account.  Although  this  advertisement  was  twice  inserted  and  was 
equivalent  to  a  guarantee  of  10  per  cent  on  the  capital  required  for 
the  American  ships  imder  the  American  fiag,  in  a  trade  limited  to 
the  American  flag,  not  a  single  bid  was  received.  The  reasons  for 
this  eould  eaaly  be  explained,  but  it  would  take  too  much  time. 
But  this  is  only  quoted  to  show  the  efforts  that  have  been  made. 
Ovet  $30,000  was  ^cpoided  in  the  way  of  plaeii^  this  proposition 
of  the  government  (in  President  Taft's  administration)  btfore  the 
public,  and  yet,  as  stated,  not  a  bid  was  received.  The  proposition, 
just  as  it  was  made,  was.  submitted  to  a  large  English  interest  at 
present  engaged  in  the  steamship  business,  and  their  comment  was 
that  such  a  proposition  offered  by  England  would  have  had  at  least 
100  bids.  So  impressed  was  one  of  these  interests  that  they  agreed, 
provided  it  was  agreeable  to  their  New  York  banldng  correspondents, 
to  take  $500,000  interest  in  a  company  to  make  a  bid.  It  is  hardly 
necessary  to  state  that  these  bankers  declined  to  approve  tA  this 
friend  taking  any  interest. 

In  my  thirty  years'  active,  earnest  work  before  nearly  every 
oommission  and  every  important  investigation  by  Congress  various 
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diaoussiooa  have  been  brought  forward  as  to  bow  to  remedy  these 
oaaditioiia,  aod  let  me  say  now  that  oever  have  I  met  a  senator  or 
ooDgrewman  from  any  state  that  did  not  tbiok  it  was  a  question  of 
vital  importanoe  that  we  should  have  an  American  merchant  mariae. 
I  know  of  DO  better  suggestion  than  that  contained  in  an  article 
published  in  the  North  Anurican  Renaw  of  January,  1910,  by  me, 
over  five  years  ago,  and  that  was  that,  under  no  evoumstanoaa, 
could  an  American  merchant  marine  be  established  without  asust- 
ance  from  the  government,  and  the  practical  way  in  which  to  secure 
this  assistance  was  by  the  appointment  of  a  commission  oi  practi- 
cal, experienced  business  men  who  had  a  knowledge  of  the  subject 
to  outUne  to  the  government  the  necessary  aaeistanee,  with  authwity 
to  act  and  agree  with  other  countries  upon  condition  and  regulation 
govwning  the  operation  of  oversea  traffic.  This  assistance  would 
vary  much  according  to  the  diffwent  ports  to  which  lines  might  be 
establiflhad  and  could  only  be  carried  out  successfully  and  to  the 
bmefit  of  our  country  by  men  having  such  practical  experirace,  as 
to  diff«ent  routes  (^  trade,  as  it  would  require  a  different  basis  i^ 
assistance  depending  upon  the  class  of  ships,  and  the  nature  of  the 
buuness  to  be  developed.  This  would  especially  apply  to  our  Cen- 
tral and  South  American  commerce.  That  this  suggestion  has  not 
been  changed  in  five  years,  I  would  call  your  particular  attention  to 
the  recommendations  of  the  Chamber  of  Commerce  of  the  United 
States  and  by  a  special  committee  <A  the  Chamber  of  Commerce 
of  New  York,  which  r^xirted,  Januaiy  28, 1916,  at  a  special  meeting 
called  for  the  purpose  of  considering  suggestioBS  for  the  estabUsb- 
luent  oi  an  American  merchant  marine,  that  a  eomnusaion  be 
created. 

Can  we  not  trust  good  eoen  with  practical  experience  and  with 
a  spirit  of  patriotism  independent  of  what  may  be  their  own  gain,  to 
carry  forward  suecestfully  the  retetablishmest  of  our  merehaet 
marine?  The  appointmeat  of  a  oommisrion  of  such  men  by  the 
PieudeDt  ot  the  United  States  under  the  authority  of  Congress,  to 
letetablish  our  merchant  marine,  giving  them  full  authority  to  do 
ao,  wouM  be  a  wise  move.  In  the  recent  luU  Iibowq  is  the  "  Ship 
PwcAaae  Bill,"  the  main  and  important  objection  seemed  to  be 
that  they  could  not  trust  any  commissioa  with  so  much  power. 
How  else  can  it  be  done?  Look  at  the  trust  and  confidence  we  are 
putting,  and  it  has  been  danonatrated,  sucoeasfuUy  to  our  best 
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interest,  in  our  Federal  Reserve  Board  in  control  of  the  finances  of 
the  country.  Why  not  do  the  same  thing  with  the  merchant  ma- 
rine? 

Did  it  ever  occur  to  you  how  jealous  and  how  proud  other 
countries  are  of  the  development  of  the  merchant  marine  in  this 
respect?  Do  you  know  that  you  cannot  today,  as  an  American 
citisen,  hold  a  share  of  stock  in  the  Cunard  Steamship  Company 
which  is  especially  under  the  control  of  the  British  government? 

I  shall  not  attempt  to  weary  you  further,  but  I  would  like  to 
call  your  attention  as  to  how  an  American  merchant  marine  was 
valued  by  the  noted  writer,  Alexis  De  Tocqueville  in  his  Demoeracy 
in  America,  written  nearly  one  hundred  years  ago. 

The  An^o-Amerioon  baa  always  dis[dayed  a  very  decided  taate  towafda  the 
sea.  The  Americans  themselves  now  traDsport  to  their  own  shores  nine-tenths 
of  tiiK  European  produce  which  they  consume,  and  they  also  bring  thrm-foottiis 
of  th«  wtports  of  the  new  wc^d  to  ibt  Eoropean  ooaeumer.  Thus  not  wHj  doM 
the  Amsrican  merchant  face  the  eompetitioii  at  hia  own  counbTmen,  but  he  even 
meets  that  of  other  nationa  in  their  own  ports  wiUt  success.  As  long  as  the  mer- 
cantile shipping  of  the  United  States  preserves  this  superiority,  it  will  not  only 
retain  what  it  has  acquired,  but  will  constantly  increase  in  prosperity.  But  I  am 
of  ttie  opinion  that  the  true  cause  of  tiiat  superiority  must  not  be  Bought  for  in 
physiod  advantages,  but  titat  it  is  wholly  attributable  to  th«ir  moral  »aA  Intellect- 
ual qualititiee. 

Have  we  the  same  moral  and  intellectual  qualities  which  were 
attributed  to  us  by  this  noted  writer  nearly  one  hundred  years  &go, 
or  have  we  lost  them  all? 
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Bt  Josbph  E.  Davibs,^ 
Cbairmtui,  Federal  Trade  CommiaBioD,  Waehingbn,  D.  C. 

The  subject  "Relations  of  the  United  States  with  Central  and 
South  America  as  Affected  by  the  European  War,"  is  fertile  in  its 
suggeetion  and  most  timely.  The  relations  of  this  country  with  our 
ndghbors  of  the  South  are  brought  forcibly  to  our  attention  by 
conditions  precipitated  by  the  European  war.  These  relations  are 
therefore  interesting  by  reason  of  several  factors  in  the  situation,  to- 
wit:  the  manner  in  wtiich  our  industrial  and  financial  oi^nita- 
tions  have  been  affected;  the  relations  that  will  arise  in  a  business 
and  industrial  way  between  the  republics  of  this  hemisphere  by 
reason  of  the  changing  of  the  currents  of  the  world's  trade;  and 
the  manner  in  which  these  conditions  will  react  upon  the  policies 
of  the  various  sister  republics  of  this  hemisphere,  where  such  policies 
are  practically  founded  upon  a  common  purpose  and  conception 
of  the  relation  of  government  to  industry. 

With  differing  degrees  of  severity  the  European  war  has  affected 
all  the  republics  of  this  hemisphere,  so  far  as  industry,  agriculture 
and  finance  are  concerned,  in  much  the  same  manner.  We  have  all 
suffered  by  reason  of  this  violent  change  in  world  conditions. 

The  possibilities  of  mutual  advantage  through  the  development 
of  new  courses  in  the  world's  trade  and  greater  intensity  of  comm^- 
cial  development  in  the  course  (^  trade  ah^ady  established  l>etween 
this  country  and  the  governments  to  the  south  of  us  ^ve  great 
promise. 

In  the  development  and  growth  of  the  business  of  these  countries 
it  should  be  a  matter  of  congratulation  that,  fundamentally,  there 
is  identity  of  outlook  on  the  governmental  policy  which  the  respec- 
tive governments  take  with  reference  to  the  relationship  of  govern- 
ment to  industry. 

>  lUmarlu  m  presiding  officer  at  the  fourth  MMion  ot  the  Nineteenth  Annual 
Meeting  of  the  Americui  Academy  held  in  Philadelphia  on  April  30  and  Majr 
1,  191S. 
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Id  the  evoIutioD  of  iaduatry  and  buaineae  the  world  over  there 
are  two  types  of  goTemmeDtal  attitude  that  are  fundajnentally 
characteristic.  Under  the  monarchical  form  there  is  a  tendency 
toward  centralisation  of  power,  not  only  in  government,  but  as  well 
iD  industry  and  finance,  with  the  resultant  dispoeition  toward  the 
recognition  of  monopoly,  and  indeed,  perhaps,  the  fostering  of 
monopoly,  with  the  participation  in  the  fruits  thereof  by  the  favored 
classes.  Among  self-goTerning  peoples,  on  the  other  hand,  there 
has  crystallized  a  fundamental  conception  in  national  policies  that 
there  must  be  equality  of  opportunity  io  industry  under  a  govem* 
ment  that  purports  to  be  a  government  for  the  benefit  of  all  the 
people;  that  the  declaration  of  equal  political  opportunity  is  futile 
unless  there  be  governmental  policies  that  will  pres^ve  equality  of 
opportunity  for  development  consistent  with  the  differences  of 
abilities  that  reside  in  men.  In  other  words,  the  policy  of  self- 
governing  peoples,  generally  speaking,  has  been  to  develop  such  a 
governmental  attitude  as  would  preserve  the(channels  of  trade  open 
through  th^processes  of  regulated  competition,  and  practically  all  of 
the  republics  of  the  western  hemisphere  have  that  common  attitude 
of  the  relationship  of  government  toward  industry. 

By  reason  of  this  common  point  of  view  which  pertains  fun- 
damentally to  the  governments  of  this  hemisphere,  there  is  great 
promise  of  future  sympathetic  and  continuous  co&perative  devel- 
opment. This  common  outlook  upon  the  functions  of  government 
has  been  supplemented  as  well,  within  the  comparatively  recent  past, 
by  developments  of  an  international  character  which  have  created 
greater  confidence  in  the  integrity  of  motives  of  the  Pan-American 
republics.  I  refer  to  the  so-called  Mexican  Mediation  Conference 
which  was  held  with  reference  to  the  Mexican  mtuation  last  year. 

It  is  therefore  but  natural  that  trade  should  develop  in  greater 
and  continuing  measure  between  this  country  and  the  South 
American  republics.  We  have  not  only  a  common  point  of  view 
with  reference  to  the  function  of  government  in  its  relation  to 
industry,  but  also  a  greater  degree  of  assurance  in  the  integrity  and 
disinterestedness  of  each  other's  motives.  Trade,  to  exist  and  to 
grow,  roust  be  established  not  only  upon  mutual  advantage  arisiag 
through  trade,  but  as  well  upon  mutual  confidence  in  the  integrity 
of  purpose  and  points  of  view  of  the  people  trading  with  each  other. 
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CENTRAL  AND  SOUTH  AMERICAN  TRADE  AS  AFFECTED 
BY  THE  EUROPEAN  WAR 

Bt  Jajces  a.  Fabbili., 

PmidflDt  ol  the  Uaited  SUttet  Steal  Corpontion  and  Ctuurm»B  of  the  National 

F(H>etgD  Trade  Counol. 

The  commercial  interdependence  of  modem  nations  became 
strikingly  apparent  when  the  first  shock  of  the  European  war  halted 
neutral  commerce  as  abruptly  as  that  of  the  belligerents.  Although 
transportation  and  exchange  were  dislocated  in  every  country  of  the 
globe,  probably  no  other  neutral  nations  were  affected  to  so  serioue 
an  extent  as  were  the  twenty  Latin  American  republics  to  the  south 
of  us.  Not  only  were  their  business  relations  with  the  United  King- 
dom, France,  Germany,  Austria  and  Belgium  subjected  to  an  ab- 
normal strain,  but  their  commerce  with  each  other  and  with  the 
United  States  was  interrupted  and  is  only  now  beginning  to  resume 
encouraging  proportions. 

The  completion  of  the  Panama  Canal  and  propaganda  in  favor 
of  closer  relations  with  our  sister  republics  are  partially  responsible 
for  the  fact  that  the  American  public  has  developed  a  tendency  to 
view  world  trade  in  terms  of  Latin  America,  overlooking  the  fact 
that  the  total  trade  of  the  twenty  republics  with  other  nations  and 
with  each  other  is  but  6  per  cent  of  the  total  foreign  trade  of  the 
world,  and  that  the  Dominion  of  Canada  normally  buys  more  from 
us  than  the  whole  of  Latin  America. 

Educaiional  Power  of  Varied  Trade 

TlioM  who,  by  reason  of  their  interest  in  the  greater  conAuming 
markets,  may  view  this  attitude  of  the  American  public  with  dis- 
appointment, should  realize,  however,  that  the  study  of  the  many 
conditions  governing  this  trade  and  the  tariffs  and  laws  to  wbidi 
it  is  subject  is  rapidly  acquaintii^  the  general  public  with  valuable 
knowledge  concerning  foreign  trade  policy.  It  is  needless  to  look 
beyond  our  Latin  American  export  trade  for  examples  of  the  strength 
and  weakness  of  our  commercial  intercourse  with  all  nations. 

In  gauging  the  effect  of  the  European  war  upon  Central  and 
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South  Americao  trade  and  its  future  developmeat,  it  should  be 
remembered  that  European  investment  has  been  the  chief  factor  in 
the  growth  of  these  nations.  Such  financial  assistanoe  was  essential 
to  the  development  of  their  natural  resources  and  the  establishment 
of  manufacturing  industries. 

European  Investmenl 

At  the  beginning  of  the  European  war,  more  than  five  billion 
dollars  of  British  capital  had  been  invested  in  Latin  America;  while 
investmentfi  of  French  capital  were  variously  sstimated  at  from  four 
hundred  million  to  one  billion  two  hundred  million  dollars,  and 
German  iavestmenta  at  somewhat  less.  British  investments  were 
estimated  to  yield  an  average  annual  interest  of  over  5  per  cent,  or 
two  hundred  and  fifty  million  dollars,  more  than  two-thirds  of  the 
value  of  the  United  Kingdom's  yearly  imports  of  Latin  American 
products.  In  other  words,  the  Latin  American  natural  products 
imported  for  the  life  and  industry  of  the  British  Isles  were  largely 
paid  for  by  earnings  of  British  gold  invested  in  securities  of  Latin 
American  govemments  and  in  the  shares  of  enterpriaBs  in  thow 
countries,  such  as  railroads,  steamship  linee,  plantations,  mines, 
manufacturing  industries,  nitrate  fields,  etc.  Moreover,  this  British 
investment  ensured  preference  for  British  exports,  as  a  railroad 
financed  in  Great  Britain  was  usually  equipped  with  British  mate- 
rials  and  British  mines  were  operated  with  Brirish  machinery,  etc. 

German  investment  was  accompanied  by  still  greater  financial 
influence,  as  the  German  industrial  system  contemplated  the  impor- 
tation of  raw  materials,  their  fabrication  into  a  much  greater  volume 
of  products  than  Germany  herself  could  consume  necessitating  a 
wide  export  market  for  the  surplus.  In  accordance  with  the  Ger- 
man policy,  industry  and  finance  were  closely  allied,  various  classes 
of  manufacturers  concentrated  their  resources,  supported  I9  the 
great  German  banks  and  upheld  by  a  construotive  governmental 
policy  which  molded  diplomacy,  education  and  national  thought  to 
the  eictension  of  Germany's  influence  in  world  trade,  with  the  result 
that  there  was  a  steady  advance  in  demand  for  German  goods  in 
Latin  America. 

Each  great  German  financial  group  was  represented  in  South 
America  by  banks  which,  in  addition  to  conducting  a  general  bank- 
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ing  buBiueaB  for  the  commercial  public,  were  indefatigable  in  their 
efforts  to  obtain  a  market  for  products  of  the  mergers  and  co5pera- 
tive  foreign  selling  syndicates  which  the  parent  banks  in  Germany 
had  hdped  to  organize  and  finance. 

Limited  American  ImestmetU 

This  influence  of  financial  Europe  steadily  gained  in  power  in 
every  republic  from  the  Bio  Grande  to  Cape  Horn,  but  its  effect 
was  neutralized  by  American  investment  in  such  ooimtries  as  Mexico 
and  the  chain  of  states  extending  to  Pamuna  and  the  West  Indies. 
Large  American  holdings  in  mines  and  plantations,  fruit  trade 
investments,  railroads,  tramways,  light  and  power  plants  and  steam- 
ship lines,  coupled  with  our  greater  familiarity  with  the  markets,  a 
fairly  considerable  American  population,  and  the  influence  of  travel 
and  association,  have  combined  to  create  an  equal  opportunity  for 
American  goods  in  th£  countries  north  of  Panama  and  in  the  Carib- 
bean. 

Our  exports  to  Central  America  normally  oonmst  more  largely 
of  highly  finished  manufactures  than  those  to  any  other  part  of  the 
world.  Cuba  is  the  only  American  country  under  whose  tariff  we 
enjoy  a  large  advantage.  To  the  ten  Central  American  and  Carib- 
bean republics  and  to  Venezuela,  Colombia  and  Peru,  we  sold  more 
merchandise  last  year  than  did  all  the  rest  of  the  world,  which  is 
sufficient  proof  of  our  ability  to  produce  results  when  supported  by 
helpful  association  and  sound  financial  investment,  in  addition  to 
our  sound  selling  methods  and  high-quality  products. 

Further  south,  the  influence  in  behalf  of  American  export  trade 
steadily  diminishea,  for  the  reason  that  our  South  American  invest- 
ments, except  in  mines  in  Peru,  copper  and  iron-ore  properties  in 
Chile  and  packing  plants  in  Argentina,  are  immaterial;  so,  also,  is 
American  population,  while  European  immigration  has  been  heavy. 
The  importance  to  a  nation  of  merchants  residing  in  foreign  coun- 
tries cannot  be  overestimated.  British  and  German  merchants 
scattered  throughout  the  world  conducting  business  as  importers  of 
products  of  their  native  lands  are  vital  factors  in  British  and  German 
oversea  trade,  while  an  American  merchant  resident  in  a  foreign 
land  is  an  exception. 
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Effect  of  War 

Even  before  the  outbreak  of  the  war  the  effect  on  Latin  Amer- 
ican markets  of  curtailed  European  investment,  beginning  with  the 
second  Balkan  war,  was  marked.  Dependent  as  new  enterprises 
were  upon  the  selling  of  securities  on  the  British  and  Continentfd 
bourses,  prosperity  in  South  America  had  long  been  dependent  on 
the  European  money  market,  and  all  industry  and  most  govern- 
ment finance  showed  distress  a  full  year  before  the  great  European 
war  began. 

When  hostihties  were  declared,  the  mtuation  became  the  worst 
in  their  history,  and  moratoria  were  promptly  declared  in  practically 
every  country.  Pending  loan  negotiations  were  halted,  new  con- 
struction was  suspended,  sterling  exchange,  the  almost  universal 
currency  of  Latin  American  trade,  soared  to  unprecedented  heights, 
iteamship  communication  was  interrupted,  and  confidence  was  com- 
pletely impaired.  The  demoralizing  effect  of  the  crisis  upon  the 
domestic,  as  well  as  the  foreign  business  of  the  United  States,  is  not 
yet  forgotten;  in  Latin  America  it  was  even  more  severe.  Trade 
between  the  United  States  and  South  America  came  almost  to  a 
halt  an^,  even  after  British  control  of  the  sea  restored  transporta- 
tion, the  credit  situation  and  the  difficulties  of  collections  prevented 
the  resumption  of  normal  business. 

Purchasing  Power  Curtailed 

Those  whose  enthusiasm  led  them  to  believe  that,  with  Ger- 
many out  of  the  race  for  trade,  the  United  States  could  inunediately 
gain  the  export  trade  formerly  enjoyed  by  that  eountiy,  failed  to 
consider  the  fact  that  Latin  American  purchasing  power  had  shrunk 
by  reason  of  the  curtailment  of  British  investment  and  the  loss  of 
the  German,  Austrian  and  other  customary  European  markets  for 
their  products.  More  thoughtful  exporters  realized  that  the 
mechanistft  of  commerce  must  be  restored  before  present  business 
could  be  taken  care  of,  leaving  aside  the  question  of  a  greater  future 
trade.  The  disadvantage  of  the  former  custom  of  liquidating 
transactions  in  our  trade  with  Latin  America  at  London  in  sterling 
bills  of  exchange  was  made  apparent,  and  its  excessive  expense  bred 
in  exporters  and  importers  the  desire  for  the  establishment  of  dollar 
^change  and  direct  seltlemeots  between  this  country  and  southern 
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markets.  In  the  furtherance  of  this  desire,  the  federal  reeerve  bank- 
ing law  is  timely.  Its  authorization  of  the  federal  reserve  banks  to 
deal  in  acceptances  representing  transactions  in  the  export  and 
import  trade  created  in  each  of  the  great  export  centers  a  discount 
market  for  this  paper,  with  the  result  that  bills  drawn  oo  oversea 
customers  find  ready  sale  when  accepted  by  banks  belonging  to  the 
federal  reserve  system,  and  the  extension  of  credits  has  been  greatly 
facilitated. 

Immediately  the  war  assumed  its  present  gigantic  proportions, 
it  was  plain  that  the  purchasing  power  of  Latin  America  had  dwin- 
dled to  the  value  of  its  exportable  products,  and  much  depended, 
therefore,  upon  the  state  of  crops,  such  as  wheat  in  Argentina, 
coffee  in  Brazil,  and  elsewhere. 

S^HoUon  Impneing 

Fortunately,  these  crops  were  large  and  foodstuffs  commanded 
unusually  high  prices  in  the  European  market,  with  the  result  that, 
within  the  last  three  months,  trade  has  quickened,  confidence  has 
been  partially  restored,  and  business  is  beginning  to  be  conducted 
"as  usual,"  except  that  all  new  construction  is  at  a  standstill  and 
no  extensive  development  is  contemplated  until  the  end  of  the  war. 

A  notable  effect  of  the  war  in  our  commercial  relations  with 
Latin  America  has  been  the  increasing  reSxportation  of  characteris- 
tic Central  and  South  American  products.  New  York  and  other 
ports  of  the  United  States  are  now  important  distributing  points  for 
international  commerce,  as  shown  by  the  fact  that  exports  of  forrign 
merohandise  for  the  eight  months  ending  February,  1915,  were 
valued  at  (33,166,512,  as  agunat  $20,541,138  for  the  same  period  in 
the  previous  y<ear.  This  gain  was  especially  notable  in  the  case  of 
cacao,  the  re&qMHia  of  which  increased  more  than  fivefold,  reaching, 
fM  the  eight  months  ending  with  February,  a  total  value  of  S2,835,- 
591.  •  The  reexports  of  coffee  leaped  from  $968,530  to  •4,482,368. 
This  was  largely  due  to  the  closure  of  Hamburg  and  conditions 
prevailing  in  other  European  ports,  formerly  the  center  of  the  world- 
distributing  trade.  In  oomparison  with  these  old-world  centers, 
New  York  became  the  greatest  open  port.  By  reason  of  restrictions 
placed  upon  the  export  of  rubber  by  the  United  Kingdom,  to  prevent 
its  being  used  by  the  enemy,  the  importance  of  American  ports  for 
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the  difltributioii  of  India  rubber  greatly  increased,  the  value  of 
refixports  growing  about  80  per  cent. 

Trade  Balance  Adverse  to  United  States 

During  the  eight  months  ending  February  28, 1915,  our  exports 
to  all  Latin  America  and  the  West  Indies  were  valued  at  $159,742,- 
863,  as  compared  with  $212,227,568  for  the  corresponding  period 
ending  February  28,  1914,  a  decrease  of  26  per  cent,  while  our  world 
exports  during  the  same  period  decreased  3|  per  cent.  Our  imports 
from  the  same  countries,  during  the  same  period  of  the  present  fiscal 
year,  amounted  to  $316,374,763  against  $289,318,891,  an  increase 
of  9  per  cent,  although  our  world  imports  decreased  13  per  cent. 
This  comparison  shows  a  trade  balance  of  $156,631,900  in  favor  of 
Latin  America  and  the  West  Indies,  which  will  adequately  answer 
the  demand  of  those  who  are  urging  us  to  buy  more  freely  from  Latin 
America,  but  even  in  normal  times,  the  balance  is  in  our  neighbors' 
favor.  Under  the  provisions  of  the  federal  reserve  law,  we  can 
reasonably  look  for  largdy  inoreased  sales  of  American  products. 

The  reasons  for  this  decrease  in  our  exports  were  the  practical 
suspension  of  commerce  during  the  first  few  weeks  of  war  and  the 
acute  depresuon  which  followed.  This  decrease  was  noticeable  in 
shipments  of  all  construction  materials,  such  as  iron  and  steel  manu- 
facture, lumber  and  cement,  agricultural  machinery  and  equipment, 
automobiles,  railway  cars,  locomotives,  sewing-machines  and  other 
highly  finished  manufactures,  while  exports  of  actual  necessities 
occasionally  inoreased,  hy  reason  of  the  lack  of  European  competi- 
tion. For  instance,  exports  of  coal,  which,  b^ore  the  war,,  except 
to  Central  America,  were  not  heavy,  trebled  to  Argentina,  and 
greatly  increased  to  Brazil,  while  shipments  of  American  paper, 
because  of  the  need  of  replenishing  stocks  and  the  elimination  of 
German  competition,  also  grew  in  volume,  while  inquiries  began  to 
pour  in  for  numerous  small  Unee,  thus  increasing  the  diversification 
of  our  export  trade.  At  the  close  of  the  war,  however,  we  wUl  find 
it  necessary  to  exert  every  effort  to  mtuntain  this  newly-won  trade 
against  the  determined  competition  of  Europe. 

The  increase  in  value  of  importe  from  Latin  America  is  largely 
due  to  h^er  prices  of  various  products,  combined  with  the  fact  that 
trade  routes  have  been  changed  and  New  York  has  become  more 
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active  as  a  distributing  point,  as  shown  in  the  case  of  oaoao,  some 
importers  of  the  E^cuadorian,  Brazilian  and  Dominican  product 
expecting  to  see  it  become  the  greatest  distributing  point  in  the 
worid.  The  use  of  cocoa  and  chocolate  in  the  ration  of  the  modern 
army  proved  the  salvation  of  Latin  American  cacao  growers. 

The  demand  of  the  European  belligerents  for  foodstuffs  and 
supplies  has  saved  the  situation  both  in  Latin  America  and  the 
United  States.  The  development  of  Latin  America  cannot  proceed, 
however,  without  foreign  capital.  Citieens  of  the  United  Kingdom 
are  forbidden,  during  the  war,  to  invest  in  foreign  enterprises,  which 
eliminates  England,  France,  Germany  or  Belgium,  leaving  the 
United  States  as  the  only  great  nation  whose  trade  balance  is  in- 
creasing and  whose  gold  is  accumulating. 

(Source  of  Fttture  Investmerd 

That  American  capital  is  educated  to  foreign  investment  is 
proven  by  the  fact  that  its  holdings  in  the  Dominion  of  Canada  are 
nearly  seven  hundred  million  dollars,  exclusive  of  agriculture,  and 
half  a  billion  dollars  in  Mexico,  Central  America,  Cuba,  Haiti, 
Santo  Domingo,  Chile  and  Peru.  Since  the  banning  of  the  war, 
fifteen  million  dollars  of  short  term  Argentine  treasury  notes  have 
been  taken  in  the  United  States,  one  of  the  conditions  of  the  issue 
being  that  the  proceeds  should  remain  in  the  United  States  as  a 
credit  against  the  Ai^ntine  purchases  of  American  merchandise. 
This  unusual  condition  illustrates  the  advantage  of  making  loans 
to  countries  which  can  become  laige  purchasers  of  our  products. 

British  investors  are  retaining  their  Latin  American  properties, 
which  will  prove  more  valuable  than  ever  after  the  war,  in  view  of 
their  freedom  from  the  heavy  taxes  which  war  imposes  upon  invest- 
ments in  the  United  Kingdom.  How  important  a  part  British 
capital  will  play  in  the  financing  of  Latin  America  after  the  war 
remains  to  be  seen,  but  the  consensus  of  financial  opinion  seems  to 
be  that  interest  rates  will  materially  increase,  and  the  amount  of 
this  inerease,  as  compared  with  the  price  of  United  States  loans,  will 
doubtless  detennine  the  question  of  who  is  to  b^  the  chief  investor. 
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Relaium  oj  InveatmetU  to  Export  Trade 

Of  greater  importance  than  the  ioterest  rate  is  the  creatioo  of 
a  greater  export  market  for  American  manufactures  through  rail- 
way and  industrial  loans.  By  reason  of  European  investment,  the 
area  into  which  we  can  expect  to  send  American  exports  is  restricted. 
For  instance,  in  view  of  the  fact  that  rulways  promoted  by  European 
capital  are  confining  their  purchases  of  materials  to  Europe,  our 
only  field  for  rfulway  supplies  and  equipment  has  been  the  govem- 
ment  railways.  When  the  output  of  American  factories  is  increased 
by  foreign  investment,  the  investment  becomes  in  ret^ty  a  domestic 
investment  and  its  encouragement  by  the  United  States  govern- 
ment should  naturally  be  expected.  Upon  this  attitude  will  depend 
largdy  the  future  of  American  business  enterprise  abroad.  With 
governmental  support  and  intelligent  coSperation  between  investors 
much  can  be  accomplished,  although  some  hesitancy  on  the  part  of 
capital  may  be  encountered,  owing  to  the  deterrent  effect  of  the 
Mexican  revolution.  However,  the  awakened  interest  of  the  entire 
American  business  public  in  the  possibilities  of  Latin  American 
trade  is  a  great  assurance  of  future  increase. 

While  the  establishment  of  dollar  exchange  will  not,  perhaps, 
entirely  replace  confidence  in  sterling  bills  at  the  conclusioii  of  war, 
a  beginning  has  been  made  for  American  bankii^. 

Excessive  veraM  Adequate  Credits 

Although  much  is  said  in  favor  of  conducting  business  in  accord- 
ance with  the  desireB  and  standards  of  our  Latin  American  customers 
we  should  remember  that  this  applies  only  to  what  is  recognized 
by  the  world  to  be  sound  business  practice.  Arguments  in  favor 
of  granting  ax,  nine  and  twelve  months'  credit  do  not  recognize  the 
fact  that  extension  of  unusual  credits  was  an  important  factor  in  the 
industrial  depression  preceding  the  war,  Germany's  eagerness  for 
British  trade  having  led  many  German  firms  to  extend  credits  which 
deferred  merchants'  obligations  several  months  beyond  the  time 
when  they  realized  on  the  purchaaed  goods.  With  this  ready  money 
at  hand,  the  merchant  frequentiy  speculated  in  land,  with  the  result 
that  collapse  of  the  land  boom  caused  heavy  losses  and  failure  to 
pay  at  maturity  of  even  these  long  credits. 
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British  ^Epot^'^'^  frequently  Toluntarily  suffered  the  loss  of  old 
and  valued  bumueaa  in  preference  to  extending  exceasiTe  credits, 
and  Americans  with  experience  in  Latin  American  trade  are  of  the 
opinion  that  the  limit  of  credit  should  be  sufficient  only  to  cover 
the  Ume  required  by  purchaser  to  realize  on  the  goods  bought, 
taking  into  consideration  the  harvesting  and  marketing  of  cropa 


Digitized  by  Google 


TRADE  RELATIONS  WITH  CENTRAL  AND  SOUTH 
AMERICA  AS  AFFECTED  BY  THE  WAR 

Bt  John  Hats  Hammond, 

New  York  CHj. 

One  ot  the  lessons  we  learn  from  the  presuit  European  war 
aa  regards  our  teade  relations  with  Central  and  South  America, 
is  the  dependence  of  those  countries  upon  Europe  and  America, 
and  especially  upon  Europe,  for  inanoial  assistance,  not  only  for 
goTemmental  purposes  but  for  tiie  development  of  their  national 
industries;  and,  as  a  corollary,  the  restriction  of  the  purchasing 
power  of  Centra]  and  South  America  when  deprived  of  such  financial 
aasistaoce.  South  America,  particularly,  has  depended  upon 
European  money  for  the  development  of  its  natural  resources,  from 
the  exploitation  of  which  it  has  been  able  to  make  earninge  bo  as  to 
further  increase   its  borrowing   power. 

The  European  war  has,  however,  made  it  temporarily  impoMibie 
for  the  South  American  counbiee  to  obtun  financial  aBBiatance  from 
that  source  and  for  that  reason  they  have  suffered  in  an  exceptional 
degree  from  financial,  industrial  and  commercial  depreeaion.  This 
condition  has  been  aggravated,  too,  by  the  loss,  in  a  laige  measure, 
of  European  markets  for  their  products;  but,  even  before  the  begin- 
ning of  the  great  European  war,  many  of  the  most  important  South 
American  states  were  in  desperate  straits  financially  owing  to  the 
difficulty  in  meeting  their  European  obligations.  It  will,  in  all 
probability,  be  many  years  before  Europe  wilt  again  become  the 
banker  and  broker  of  those  countries  in  any  adequate  measure,  at 
least. 

Therefore,  it  is  obvious  that  if  the  United  States  is  to  realize 
its  ambition  to  securea  large  increase  in  its  Latin  American  com- 
merce, our  capitalists  must  be  prepared  to  render  these  countries  the 
required  financial  assistance.  Our  country  will  need  a  large  part 
of  its  capital  during  the  next  decade  for  ita  own  industrial  develop- 
ment, aa  in  all  probability  cheap  money  from  European  financial 
centers  will  not  be  readily  available. 
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The  rehabilitation  of  the  induBtriee  of  Mexico,  when  peace 
shall  have  been  restored  in  that  country,  will  also  require  large  loans 
and  investments  from  this  country  for  the  protection  of  the  large 
investments  already  made  there  by  Americans. 

In  order  to  induce  our  capitalists  to  supply  working  capitfU 
to  Latin  American  countries  they  must  be  assured  of  the  encourage- 
ment and  cooperation  of  our  national  administration  and  of  the 
guarantee  of  the  protection  of  their  investments  against  discrimina- 
tory laira  and  confiscation,  especially  in  time  of  revolutionary 
movemente.  Our  citizens  must  be  assured  at  least  of  the  same 
d^p'ee  of  protection  that  is  guaranteed  by  other  governments  to 
their  nationals.  This  does  not  by  any  means  imply  a  truculent 
attitude  on  the  part  of  our  government  toward  weaker  nations — 
indeed,  nothing  would  be  more  prejudicial  in  the  long  run  to  the 
interests  of  our  (»tiEens  than  such  an  attitude  on  the  part  of  our 
government.  But  cheap  money  is  invaluable  in  the  development 
of  new  industries,  and  cheap  money  can  be  obtained  only  by  a 
guarantee  of  the  protection  of  invested  capital  against  political 


To  obtain  the  confidence  of  investors  in  Pan-American  invest- 
ments, I  believe  a  Pan-American  supreme  court  should  be  created 
to  deal  specifically  with  disputes  aa  to  foreign  investments  and  as 
to  commercial  transactions  between  Pan-American  citizens.  Such  a 
court  should  be  composed  of  the  leading  jurists  of  our  own  and  of 
Latin  American  natiraia  and  should  sit  in  neutral  territory.  If 
inspired  by  self-interest  only,  it  would  obviously  be  the  aim  of  such 
a  tribunal  to  establish  confidence  in  Latin  American  investments 
generally  and  at  the  same  time  to  reassure  our  Latin  American 
customers  of  fair  treatment  in  their  business  transactions  with 
the  exporters  of  the  United  States.  This  ia  quite  as  important  as 
the  establishment  of  confidence  of  our  capital  in  LaUn  Amoican 
investmenta. 

Such  a  court  might  weU  be  one  of  final  resM-t.  In  any  event, 
it  should  try  cases  and  endeavor  to  adjudicate  them  before  appeal 
through  diplomatic  channels,  which  almost  invariably  results  in 
friction  and  often,  indeed,  in  extreme  tension. 

Genuine,  not  merely  professed  amity,  is  a  great  asset  in  commer- 
cial relations,  and  since  the  larger  South  American  nations  regard 
the  Monroe  Doctrine  as  supererogation  on  our  part,  it  would  seem 
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good  busmess,  to  say  the  leaat,  to  reslaict  the  applioatioo  of  the 
Doctrine  to  such  territory  as  is  aecessary  for  the  defense  of  the 
Panama  Canal  and  of  our  sphere  of  influence  in  the  Caribbean  Sea 
area.  As  to  the  rest  of  South  America,  the  Monroe  Doctrine  might 
well  be  superseded  by  a  Pan-American  defensive  alliance  ag^nst 
attempts  at  territorial  a^randizement  from  abroad. 
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TRADE  CONDITIONS  IN  LATIN  AMERICA  AS  AFFECTED 
BY  THE  EUROPEAN  WAR 

Bt  Edwabd  Ewino  Pbatt, 
'     Chid,  Bureau  of  ForeiKn  Bod  Domestio  CiMiuneroe,  Waahiiigt<Hi,  D.  C. 

Much  has  been  eaid  in  the  public  printa  and  in  public  utter- 
ances as  to  the  opportunities  for  the  exte&sio&  of  our  trade  with 
Latin  America.  An  ahnost  equal  amount  has  been  printed  and 
otherwise  circulated  with  reference  to  Latin  American  commercial 
conditions  aa  affected  by  the  war  in  Europe.  Special  emphane  has 
been  laid  on  ihe  disastrous  effects  of  the  war  and  it  is  often  stated 
that  the  financial  and  conmiercial  conditions  in  Latin  America  are 
so  bad  that  American  manufacturers  and  exporters  aie  not  war- 
ranted in  soliciting  trade  there  at  the  present  time. 

What  the  business  world  desires  in  this  matter  is  not  opinions 
but  facto — definite  concrete  facte — as  to  the  actual  presentr-day  com- 
mercial conditions  in  Latin  America.  It  is  then  the  privil^e  of 
each  business  man  to  formulate  his  own  opiniona  and  depend  on  his 
own  judgment  as  to  whether  he  desires  to  take  up  the  active  devel- 
opment of  Latin  American  trade  today,  tomorrow,  or  at  any  time 
in  the  future. 

Let  us  consider  then  in  the  brief  time  at  our  disposal,  three  sete 
of  facte:  (1)  the  general  economic  eituatioa  of  the  Latin  American 
oountoies;  (2)  the  iomiediate  effecte  of  the  European  war  upon  the 
Latin  American  countries;  and  (3)  the  recovery,  if  any,  which  has 
been  effected  up  to  date.  The  facto  which  I  shall  present  are  based 
largely  on  first-hand  information  which  has  been  received  by  the 
bureau  of  foreign  and  domestic  commerce  from  our  own  commercial 
attache  and  coounercial  agento  who  are  stationed  in  Latin  America, 
and  from  the  American  consuls  and  the  deputment  of  state. 

I.  The  great  senstiveness  of  Latin  American  countries  to  dis- 
turbances in  Europe  and  the  close  interrelation  which  has  existed 
between  the  two  sections  were  graphically  illustrated  two  years  ago, 
when  the  trouble  in  the  Balkans,  involving  directly  only  a  few  small 
nations  in  the  east  of  Europe,  was  sufficient  to  cause  a  decided  de- 
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presffiOD  over  practically  all  of  Central  and  South  America.  In  some 
Gomitries  it  checked  a  tide  of  prosperity  that  had  been  running  high 
for  several  years,  and  in  others  helped  to  bring  about  a  liquidation 
that  continued  until  the  outbreak  of  the  present  war.  It  can  be 
realized,  therefore,  how  tremendously  the  great  war,  involving  all 
the  major  powers  of  Europe,  has  affected  the  economic  and  com- 
mercial life  of  the  varioufl  South  and  Central  American  countries. 
Although  they  are  separated  from  the  scene  of  hostilities  by  7,000 
miles  of  ocean  they  were  much  m(»«  severely  affected  than  the 
nations  contiguous  to  the  warring  nations.  The  commerce  of  Latin 
America  was  cut  in  half,  immigration  ceased,  industry  was  tempo- 
rarily paralyzed,  thousuids  of  men  were  thrown  out  of  employment, 
and  all  public  improvements,  except  those  absolutely  indispensable, 
were  suspended. 

The  reason  for  the  strong  and  sudden  check  to  every  line  of  ac- 
tivity is  to  be  found  in  the  closeness  of  the  ties  that  have  heretofore 
bound  all  the  countries  of  South  America,  and  to  a  less  extent  those 
of  Central  America,  to  the  great  European  nations — England,  Ger- 
many, France,  Spain,  Be^um,  and  Italy.  It  is  only  recently  that 
the  United  States  has  awakened  to  the  strei^h  of  those  ties,  and 
has  come  to  realize  that  the  growing  coimtriea  to  the  south  of  us 
are  much  more  closely  related  to  Europe,  except  perhaps  in  form 
of  government,  than  they  are  to  the  United  States. 

The  ties  between  Europe  and  Latin  America  are  of  two  kinds, 
financial  and  commercial.  In  both  they  have  been  strengthened 
because  of  the  basic  fact  that  the  interests  of  Ehuvpe  and  South 
Am^ca  have  been  reciprocal.  Europe  has  capital  to  invest.  South 
America  needs  capital  for  development.  Europe  has  manufactures 
and  coal  to  sell  and  South  America  most  obtun  them  from  abroad. 
Europe  desires  to  purchase  foodstuffs  and  raw  materials,  and  South 
America  has  an  abundance  of  both  to  dispose  of.  It  is  this  funda- 
mental reciprocity  of  commercial  interests  that  has  caused  the 
South  American  countries  to  feel  so  heavily  the  shock  of  the  war. 

In  at  least  three  of  the  largest  countries  loans  involving 
millions  of  dollars  were  in  process  of  negotiation  at  the  outbre^  c^ 
the  war.  Negotiations  closed  at  once  and  no  loans  were  obtained. 
The  impossibility  of  getting  further  loans  has  called  a  halt  on  nearly 
all  important  projected  public  improvements  and  private  enter- 
prises.   Further  development  of  the  rich  resources  of  the  continent 
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most  await  the  accumulation  of  European  capital  after  the  war  or 
the  fud  of  the  United  States. 

The  nitrate,  coffee,  cocoa,  hides,  tin  and  rubber  of  South  Amer- 
ica have  been  largely  marketed  in  Europe.  On  the  first  of  August 
the  European  market  practically  ceased  to  east.  The  vast  pro- 
ducii^  sections  of  South  Amerioa  were  without  an  outlet  for  tbdr 
products.  Their  chief  sources  of  income  were  uns^ble  or  salable 
only  at  greatly  reduced  prices.  The  only  hope  was  in  the  United 
States,  which  at  first  could  absorb  but  limited  quantities  of  prod- 
ucts the  consumption  of  which  had  heretofore  been  world-wide. 

But  all  sections  of  South  America  do  not  suffer  to  the  same 
degree  from  the  lack  of  a  market  for  their  products.  Some  products 
are  in  great  demand.  Let  us  hurriedly  run  over  the  principal  ex- 
ports of  the  various  countries  of  the  continent:  Argentina  exports 
cereals,  hides,  meat  and  wool;  Uruguay,  grain,  wool  and  other  live- 
stock products;  Paraguay,  hides  and  forest  products;  Chile,  nitrates, 
copper,  wheat  and  wool;  Bolivia,  tin,  rubber,  silver  and  copper; 
Peru,  sugar,  rubber,  cotton,  silver  and  copper;  Ecuador,  cocoa  and 
tagua;  Colombia  and  Venesuela,  coffee,  gold  and  hides;  the  Guianas, 
sugar;  Brasil,  coffee,  rubber,  hides  and  cocoa.  Of  these,  cereals, 
meat,  wool,  sugar  and  copper  are  in  great  demand  across  the  sea. 
The  other  products  are  in  little  demand  and  have  been  left  in  the 
hands  of  the  miners  and  planters.  The  result  is  that  in  a  few  sec- 
tions the  currents  <rf  trade  f^e  agfun  running  strong  and  optimism 
prevails,  while  in  others  trade,  finance,  and  enterprise  are  still  mark- 
ing time,  with  small  prospecte  of  marked  revival  until  the  war  ends. 

II.  The  continent  of  South  America  may  be  conveniently 
divided  into  four  general  sections,  in  each  of  which  similar 
conditions  prevail.  These  are:  (1)  the  River  Plate  section,  in- 
cluding Aigentina,  Uruguay  and  Paragu^;  (2)  the  West-Coaat 
section,  Chile,  Bolivia,  Peru  and  Ecuador;  (3)  the  North-Coaat 
section,  Colombia,  Venezuela  and  the  Guianas;  and  (4)  BrasU. 

As  compared  with  South  Amraica  the  coimtries  of  Central 
America  are  of  much  less  importance.  They  need  h&rdly  be  con- 
sidered separately  because  in  products,  internal  conditions,  ship- 
ping fadlities,  climate,  and  general  character  they  are  very  similar 
to  the  north-coast  countries  of  South  America. 

In  normal  times  the  River  Plate  section  is  the  region  of  the 
greatest  commercial  activity.    For  example,  in  1912,  the  total  import 
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99.8 

2.3 

97.4 

23.6 

69.8E 

23.6 

64.4( 
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Soins  Ain>  Cknibuj  Ambuoui  CoiaoBGia  with  Edbofi  amd  i 
Bvi/rw^—Continuad 


Eouador,  IBU: 

Hata 

Crffee 

Impwto,  1910 

Exports,  1912 

Wool,  1910 

Hides  and  tisjia,  1910 

Meat  and  meat  ezbacts,  1910 

Paraguay,  1912: 

Imptxta 

Ei^orta  (0 

Colombia,  1913: 

Imparts  (o) 

Exports  (c  f) 

British  Guianft,  1912  (year  ended  March  31) 

Exports 

Raw  sugar 

Balata  gum 

Dutch  Guiana,  1911: 

Imports 

Exports 

Balata  gum 

Sugar 

■  Cacao 


P^i^ 


72.80 
72.18 
22.40 

70.24 

66.91 
84.34 

74.98 
84.78 

68.12 


49.58 
25.58 
13.58 
80.70 
89.54 

1.90 
6.77 


(a)  Figufw  for  1912. 

(b)  Figures  for  19l4  meat  shipments  show  United  States  took  foUowiag  per 
cent  of  eiports:  trotea  beef,  11.2  per  cent;  chilled  beef,  17.9  per  ocnt;  mutton, 
7^  pel  cent;  lamb,  15  per  oent.    Ptactically  all  the  rest  weat  to  Europe. 

(e)  Figures  include  goU  and  mlver. 

(d)  In  1909,  the  latest  ytar  of  record,  the  United  States  took  81  per  oent  of 
Pern's  e^nrts  of  copper,  10  per  cent  of  eotton,  and  8  per  cent  of  sugar. 

(e)  Includes  so-called  "optitsial  oidess." 

(f)  Figures  of  e:q)orts  by  articles  and  countries  not  available  for  a  recent  year. 
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trade  for  the  continent  of  South  America  was  $965,123,000,  and  the 
impwt  trade  of  the  River  Phtte  countriee  was  $427,533,000.  Out  of 
a  total  South  Americ&n  export  teade  of  $1,178,829,000,  these 
countries  had  $518,070,000.  Out  of  a  grand  total  trade  of  $2,143,- 
952,000  for  all  of  South  America,  the  River  Plate  was  credited  with 
$945,603,000,  or  ahsost  half.  In  spite  of  their  strong  commercial 
positions  these  countries  were,  at  the  end  of  July,  in  no  position  to 
withstand  the  shock  of  a  catastrophe  such  as  the  war  in  Europe. 
When  the  war  began  Argentina  was  undergoing  a  heavy  liquidaljon 
and  the  business  of  both  the  other  countries  was  affected  by  it.  This 
liquidation  had  been  made  necessary  because  of  the  overcapitali- 
sation of  the  country  and  the  eagerness  (^  speculators  to  realize  big 
profits  from  its  rapid  development.  Although  only  about  a  fifth  of 
the  arable  land  of  the  country  is  as  yet  under  cultivation,  the  expan- 
sion over  new  territory  in  the  last  decade  or  two  has  been  rapid. 
Trade  and  commerce  have  experienced  a  corresponding  expansion. 
This  has  resulted  in  the  building  up  of  large  fortunes  and  has  stimu- 
lated speculation  in  land  to  such  an  extent  that  values  rose  beyond 
the  point  which  even  the  rapid  progress  of  the  country  could 
sustain.  liquidation  was  thus  inevitable  and  it  became  pronounced 
about  the  beginnii^  of  1913.  All  through  that  year  the  depression 
prevailed  and  was  at  lowest  ebb  about  the  close  of  last  July,  when  the 
coming  of  the  war  deepened  it  still  further.  The  process  of  liqui- 
dation and  the  effect  of  the  war  conditions  are  graphically  ehown  by 
tite  figures  for  commercial  failures  in  the  various  months  of  1913  and 
1914: 

CoMM^tOAL  Fin-cais  in  AiiaENnHA 

ms  i»u 

January $1,884,902  $7,154,979 

February 2,fi53,966  13,105,001 

March 3,789,640  12,382,677 

April 7,894,399  10,468,472 

May 4,244,060  16,267,975 

June 10,144,167  10,613,880 

July 7,697,110  12,409,360 

August 6,823,957  36,774,289* 

September 4,006,942  17,196,420 

October 6,606,367  21,264,864 

Norember 10,141,268  12,808,200 

Deoembw 7,749,897  13,209,605 

*  It  flhould  be  explainod  that  the  high  marie  for  August,  1914,  was  due  in  part 
to  the  failure  of  the  French  Bunk  ot  the  Siver  Plata,  which  baa  nnoe  opened  its 
doori  without  looa  to  depontora  or  stockholdera, 
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The  newB  of  the  European  conflagration  practically  put  a  stop 
to  all  bu«nes8  activity  and  for  weeka  trade  and  commerce  were 
practically  paralysed.  Foreign  trade,  on  which  not  only  the  proB- 
perity  and  advancement  but  ^dmoet  the  whole  business  life  of 
Ai^entina  depend,  dropped  to  nearly  nothing.  Shipping  that  had 
been  en  route  at  the  time  war  broke  out  came  in  and  remained  idle 
in  the  ports.  Industry  of  all  kinds  was  suspended.  The  large 
meat-freezing  establishments  stopped  work  and  discharged  practi- 
cally all  their  employees.  Public  improvements  were  discontinued. 
The  efforts  of  Argentina  to  raise  a  loan  of  (77,000,000  for  the  pur- 
pose of  reorganising  the  sanitation  system  of  Buenos  Aires  were 
frustrated.  It  was  later  necessary  to  float  a  loan  of  (15,000,000  in 
the  United  States  to  pay  back  advances  which  had  been  made  in 
connection  with  this  work.  Exchange  operations  came  to  a  stand- 
still and  no  regular  quotations  were  made  for  months.  There  was  of 
course  no  trading  in  stocks  and  even  the  government  securities, 
unquestionably  sound,  fell  many  points. 

Emergency  measures  taken  by  the  authorities  included  the 
declaration  of  a  bank  holiday  on  August  2,  which  lasted  eight  days, 
and  the  declaration  of  a  moratorium  covering  all  of  August.  The 
Conversion  Office  was  closed  and  gold  was  no  longer  p.ven  in  ex- 
change for  paper.  This  office  is  still  closed  and  may  remain  so  until 
the  end  of  the  war.  The  exportation  of  gold  from  the  country  was 
forbidden  by  law,  and  an  embargo  was  laid  on  the  exportation  of 
flour  and  wheat,  which  was  not  removed  until  December,  Measures 
were  taken  to  relieve  unemployment  by  starting  work  on  the  high- 
ways wherever  possible,  opening  the  large  Immigrants'  Hotel,  and 
establishing  soup  kitchens.  A  large  issue  of  paper  money  was 
authorised,  and  legations  and  embassies  of  Argentina  in  foreign 
countries  were  directed  to  receive  deposits  of  gold,  against  which 
equal  amoimts  of  paper  money  might  be  obtained  from  the  Conver- 
sion Office  in  Buenos  Aires.  In  this  way  the  difficulty  t^  shipping 
gold  or  of  paying  high  exchange  was  obviated.  In  October  an  inter- 
national moratorium  was  declared,  releasing  debtors  during  its 
continuance  from  the  obUgation  of  paying  debts  arinng  from  com- 
mercial transactions  with  countries  at  war  or  under  mf»atoria. 
This  proviMon  is  still  in  effect  and  will  probably  remain  in  effect 
tmtil  the  close  of  the  war. 
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The  coDimerdal  effect  of  the  outbreak  of  the  war  is  strikingly 
shown  by  the  decrease  in  the  principal  exports: 


Dbcbbase  in  Pbincipai.  Expobtb  or  Aboenttna 


Kq)cr«.torwMk*»BM 

Wl«t 
MMrisToot 

tS^S^eam 

M^ufrtu 

IBIS 

1914 

IBIS 

IflU 

ISlS 

IBM 

14,490 
13,318 
4,242 

8,38S 
1,734 

119,045 
166,422 
113,205 

23,711 
27,455 
83,238 

18,641 
12,728 
12,212 

1,819 
2,0*6 
6,254 

Auguat28     .    . 

8eptnnbn24 

IfaMfroM 

Wod 

»18 

«» 

MIS 

IBM 

989 

575 

5,473 

600 
630 
326 

127 

778 

1,413 

77 
200 

September  24 

llMt.Fn>MD<uidCblU>d 

TrotMibMrimitm 

UnttoBovoMi. 

WIS 

»M 

IBIS 

IBM 

IBIS 

IBM 

63,674 
60,204 

6,822 
49,746 

13,681 
9,917 

5,168 
64,911 

14,860 
463 

1,051 
26,600 

9eptomlw24 

Umb«»HMi 

191.             1.1* 

September  24 

1,400 

16,096 

An  even  more  graphic  illustration  of  the  effect  of  the  war  on  the 
trade  of  the  country  is  that  of  the  figures  showing  customs  receipts 
at  Buenos  Aires  for  the  first  weeks  of  the  war  as  compared  with  the 
corresponding  weeks  in  1913: 
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WetkMuM 

WIS 

m* 

Pw« 

Gold 

Pw«r 

Odd 

AugUBt7 

August  14 

August  21 

August  28 

September  11 

$3,668,177 
3,933,219 
3,196,412 
3,937,137 
3,144,098 
3,047,197 

148,286 
81,324 
27,701 
44,143 
31,400 
43,074 

$1,130,601 

3,851,698 
2,553,812 
1,796,495 
1,911,663 

$19,749 
2,069 

It  should  be  noted  that  the  customs  receipts  collected  at  the 
BueaoB  Aires  custom  house  comprise  a  very  large  part  of  those  col- 
lected in  the  whole  country,  and  show  the  dropping  off  in  imports. 
The  receipts  did  not  increase  during  the  rest  of  the  year. 

It  will  be  unnecessary  to  consider  the  immediate  effects  of  the 
war  on  Uruguay.  They  were  in  general  similar  to  those  of  Argen- 
tina, as  the  situation  and  products  of  the  two  countries  are  so 
similar. 

Id  Braeil  the  first  effects  of  the  war  were  even  more  serious. 
Here,  as  in  the  River  Plate  section,  the  blow  fell  just  when  tJie 
country  was  in  the  nudst  of  a  severe  depression  which  had  lasted 
since  the  beginning  of  1913.  It  had  been  brought  about  by  getteral 
extravagance,  both  national  and  individual,  which  followed  several 
years  of  almost  feverish  prosperity;  by  the  Balkan  wars  and  the  con- 
sequent difficulty  in  getting  credit  and  loans  in  Europe;  by  un- 
economical management  of  public  finances;  and  by  the  decline  in 
the  prices  of  rubber  and  coffee,  the  two  great  staples  of  the  country. 
This  depression  unlike  that  in  Argentina  had  been  attended  by  very 
few  commercial  failures,  owing  largely  to  the  praiseworthy  co-« 
operation  between  the  banks  and  the  mercantile  houses.  It  had 
shown  itself  rather  in  the  almost  total  lack  of  fresh  enterprise  and 
industrial  activity,  in  the  increasing  financial  difficulties  of  the 
government  and  the  continued  necessity  for  rai»i:^  new  loans.  The 
government  was  jxat  about  to  conclude  arrangements  with  the 
Rothschilds  for  flotation  of  a  lai^e  new  loan  which  would  have  in- 
volved the  entire  reorganization  of  governmental  finances  when  the 
outbreak  of  the  war  summarily  ended  the  negotiations.    It  is  under- 
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stood  that  thifl  arrangement  included  a  plan  by  which  the  Roth- 
Bchilda  were  practically  to  assume  control  of  the  paper  currency  of 
the  country.  The  situation,  already  eerious,  waa  rendered  almost 
dangerous  by  this  turn  of  events,  and  Brazil  has  not  yet  been  able  to 
find  a  way  out. 

The  immediate  results  of  the  war  were  as  in  Argentina  the 
paralysis  of  industry  and  shipping,  and  the  suspension  of  foreign 
trade.  The  shutting  off  of  imports  was  beneficial,  as  it  helped  to 
regulate  exchange  and  enforced  economy.  The  drop  in  the  export 
trade,  however,  especially  in  coffee,  was  little  less  than  disastrous. 
Upon  the  sale  of  this  crop  depends  not  only  the  individual  prosperity 
of  the  plantere  but  also  the  maintenance  by  the  government 
of  the  exchange  rate  on  its  paper.  This  exchange  rate  is  subject  to 
extensive  fluctuations,  due  to  the  fact  that,  except  for  a  small  part 
of  the  paper  currency,  it  is  not  maintained  by  a  permanent  conver- 
sion fimd  and  depends  largely  on  the  continued  building  up  of 
credits  abroad  through  sales  of  coffee.  Shortly  after  the  beginning 
of  hostilities  the  rate  of  exchange  began  to  decline,  and  from  a 
normal  rate  of  sixteen  pence  or  thirty-two  cents  per  milreis  it  fell  to 
eleven  pence.  Dire  predictions  were  made  that  it  would  go  as  low 
as  six  or  eight  pence,  but  instead  there  was  a  recovery  and  it  reached' 
fourteen  and  one  fourth  pence.  This  recovery  was  only  temporary, 
however,  and  it  again  declined.  On  February  23  the  exchange  rate 
was  twelve  and  one  half  pence  per  milreis.  The  decline  of  exchange 
was  materially  assisted  by  the  authorization  of  an  issue  of  980,000,000 
of  new  paper  money,  although  the  country  was  already  carrying  a 
heavy  load  of  inconvertible  paper.  Observers  at  present  r^ard  ihe 
issue  of  still  further  amounts  of  paper  money  as  inevitable,  and  if 
this  comes  to  pass  the  exchange  rate  will  receive  another  downward 
thrust. 

Commercially,  Brazil  benefited  greatly  in  the  months  foUowii^ 
the  outbreak  of  the  war  through  its  heavy  trade  with  the  United 
States.  This  alone  prevented  the  entire  loss  of  one-half  or  three- 
fourths  of  the  foreign  trade.  There  was  a  considerable  falling  off 
in  the  exports  of  everything  except  sugar. 

The  exports  of  Brasil  for  the  five  months  of  the  year  following 
the  b^inning  of  the  war  were  only  t76,000,000  as  compared  wUh 
$164,000,000  for  the  corresponding  period  of  the  previous  year, 
although  the  export  trade  up  to  August  had  been  about  nwmal. 
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Imports  for  this  period  showed  an  even  heavier  decline,  tunounting 
to  only  $42,000,000  as  compared  with  1127,000,000  for  August- 
December  1913  and  $137,000,000  for  the  corresponding  period  of 
1912.  It  should  be  noted,  however,  that  the  imports  had  fallen  off 
in  the  first  part  of  the  year,  amounting  to  $130,000,000  from  January 
to  July  as  compared  with  $200,000,000  for  the  first  seven  months  of 
1913. 
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The  almost  desperate  situation  in  which  Braiil  was  placed  by 
the  sudden  closing  of  foreign  sources  of  loans,  the  withdrawal  of 
invested  capital,  the  obvious  imposmbility  of  getting  fresh  supplies 
of  capital,  the  wiping  out  of  a  large  part  of  the  market  for  its  chief 
commodities,  and  the  derangement  of  shipping  facilities,  called  forth 
as  in  other  countries  a  number  of  emergency  measuree  which  have 
made  posuble  the  temporary  weathering  of  the  storm.  A  bank 
holiday  and  a  moratorium  were  declared.  The  latter  was  twice 
extended  and  lasted  until  the  middle  of  March.  The  Office  of 
Conversion,  which  muntained  a  gold  reserve  for  redeeming  a  small 
percentage  of  the  currency,  was  closed.  The  semi-official  Banco  do 
Brasil,  however,  was  permitted  to  exchange  notes  for  gold,  and  did 
so  to  such  an  extent  that  a  reserve  of  $50,000,000  on  July  31  was 
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reduced  to  aboat  $30,000,000  on  March  1.  The  issue  of  the 
$80,000,000  of  paper  referred  to  was  authorised,  and  steps  were 
taken  looking  to  the  prevention  of  the  exportation  of  gold  from  the 
country. 

These  mea«ures  did  not,  however,  remove  the  fundamental 
difficulty  in  the  dtuatiou.  This  difficulty  was  the  unsound  financial 
position  of  the  government,  which  for  several  years  had  been  cover- 
ing annual  deficits  by  new  loans,  and  which  on  the  failure  to  obtain 
the  proposed  loan  from  Rothschild  &  Co.,  found  itself  without  the 
means  either  of  meeting  its  obligations  abroad  or  satisfying  creditors 
at  home.  The  Banco  do  Brasil  was  forced  to  ship  considerable 
amounts  of  gold  to  England  to  cover  exchange  requirements  and 
could  ^ve  no  assistance  to  the  government  in  meeting  its  interest 
obligations.  The  result  was  that  the  government  was  unable  to 
pay  (7,000,000  worth  of  treasury  bills  due  in  London,  Ai^ust  21, 
and  was  obliged  to  fund  these  obligations  by  issuing  new  one-year 
bills  at  107,  with  1  per  cent  commission  for  the  exchange.  Again  in 
October  the  government  was  unable  to  meet  interest  and  anldng 
fund  payments  on  its  external  debt  and  was  forced  to  fund  these  also 
into  new  loans,  secured  by  a  guarantee  on  the  customs  revenue, 
lilnally  the  floating  debt  due  to  creditors  in  Brazil  itself  could  not 
be  paid,  thus  intensifying  the  seriousness  of  the  business  situation. 
No  way  out  has  yet  been  found  and  it  is  this  situation  which  more 
than  any  other,  even  including  the  lack  of  a  market  for  coffee  and 
rubber,  is  caunng  the  pessimism  in  the  bumness  oircles  in  Brazil. 

In  the  west-coast  countries  the  war  has  produced  varying  effects 
because  of  differences  in  the  economic  resources  of  the  different 
countaies  and  because  some  were  fortified  by  sounder  financial 
conditions  than  others.  At  first  there  was  the  same  paralysis  of 
business  that  obtfuned  on  the  east  coast.  During  the  entire  month 
of  August  (except  perhaps  in  Ecuador),  a  state  of  confusion  and 
uncertainty  existed.  This  was  particularly  true  of  industrial  es- 
tablishments, which  were  either  entirely  closed  or  run  on  part  time. 
Unemployment  became  a  serious  problem,  the  solution  of  which 
engaged  the  attention  of  the  various  goTemmente  although  the 
measures  taken  afforded  only  comparatively  small  relief.  Embar- 
goes were  placed  on  the  exportation  of  foodstuffs  and  this  had  a 
ben^dal  effect  on  prices.  In  none  of  the  west-coast  countries, 
however,  is  the  oonuneroial  and  industrial  life  so  highly  developed 
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as  in  tbe  Biver  Plate  countries  or  Braiil.    Henea  the  forced  read- 
justment wu  rendered  somewhat  easier. 

The  prosperity  <^  the  west-coast  countries,  like  that  of  tbe  rest  of 
South  America,  depends  very  largely  on  the  continued  exportation 
of  a  few  principal  products.  In  Chile  the  keynote  to  the  situation 
is  the  trade  in  nitrate.  A  g^reat  part  of  the  nitrate  produced  in 
Chile  is  exp<vted  to  continental  Europe  where  it  is  used  in  agri- 
culture. The  war  practically  eliminated  this  market  and  there  is 
no  likdihood  that  normal  trade  conditions  can  be  attained  until 
Bitot  the  eeesation  of  hostilities.  The  extent  to  wluch  Chile  was 
affected  by  the  war  will  be  realised  when  it  is  stated  that  the  exports 
of  nitrate  amount  to  practically  three-foiulhs  of  all  the  exports  of 
the  country.  Out  <^  a  total  of  <142,801,566  worth  of  domestic 
exports  in  1913,  nitrate  compoeed  1111,454,397. 

GxFOBis  or  NiTBATS  fbou  Chh.!,  1913 


Spuiih  qolotala  (101.4  ponndi) 


Great  Ontain  (inoluding  atupmenta  for  otden) . 
Qctmanr 


Belgium 

HtJland 

Itobf 

United  State; 

All  other  oounlriei 

Total  exports  (d  nitrate . . 


21,847,342 
13,680,368 

2,640,676 
147,726 

2,680,198 

2,182,410 

232,386 

13,712,788 

2,608,372 
69,629,110 


This  means  not  only  that  the  owners  of  the  nitrate  lands  and 
factories  had  thor  income  cut  off  and  that  thousands  of  laborers 
were  thrown  out  of  employment,  but  that  the  government  revenue 
was  radically  reduced.  The  export  taxes  on  nitrate  have  amounted 
to  about  $30,000,000  annually  utd  have  yielded  over  60  per  cent  of 
the  national  revenue.  Customs  receipts  showed  a  decrease  of 
$11,^3,000  or  23  per  cent  in  the  first  eleven  months  of  1914  as 
compared  with  the  corresponding  period  of  1913.  In  August  and 
S^itember  the  customs  revenues  were  only,  $8,318,000  as  compared 
with  112,421,000  in  1913,  a  loss  of  33  per  oent.  This  may  be 
expected  to  continue  with  perhaps  only  slight  improvement,  while 
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the  war  lasts,  unless  the  country  can  quickly  turn  to  the  develop- 
ment  of  ita  latent  mineral  and  agricultural  resourcea. 

The  uoemidoyinent  situation  waa  particularly  severe.  The 
northern  part  of  the  country,  in  which  nitrates  are  produced, 
is  a  rainless  desert  which  has  no  other  resources.  When  nitrate 
production  ceased,  there  was  no  means  of  earning  a  livelihood  (» 
providing  the  necessaries  of  ezistence,  either  water  or  food,  both  (rf 
which  mtist  be  imported.  The  result  was  that  many  villages  were 
practically  depopulated  and  thousands  of  working  men  and  their 
families  were  forced  to  leave  and  go  to  the  southern  sections  of  the 
country.  The  problem  of  unemployment  was  thus  rendered  much 
more  acute  in  the  agricultural  and  mining  regions  of  the  country. 
Although  some  government  measures  were  taken  looking^to^relief, 
the  problem  remuns  a  serious  one. 

The  general  situation  in  Chilt  is  rendered  much  more  serious 
by  the  lack  of  a  stable  currency.  In  apite  of  the  fact  that  for  years 
the  country  has  had  a  bountiful  source  of  revenue,  it  has  failed  to 
put  its  currency  system  on  a  sound  basis.  The  result  has  been  a 
continual  fluctuation  in  exchange.  Speculation  in  paper  is  the 
[Nrincipal  business  of  the  stock  exchange.  Several  attempts  to 
remedy  this  situation  have  met  with  the  opposition  of  the 
large  landholders  and  employers  of  labor  who  find  it  to  their 
advantage  to  export  their  products  for  gold  and  pay  tbdr  domesUo 
obligations  in  depreciated  paper.  At  the  beginning  of  the  war, 
however,  a  plan  was  being  put  into  co^ecution  to  establish  a  ooQ- 
version  office  and  stabilise  the  currency.  This  plan  was  to  have 
gone  into  effect  January  1,  1915,  and  supjdies  of  gold  were  being 
brought  into  the  country  for  that  purpose.  The  war,  of  oouiM, 
made  the  execution  of  this  fdau  impossible.  The  result  has  been 
great  fluctuations  in  the  value  of  the  paper  peso.  From  a  nonnal 
value  of  twenty  cents  it  had  fallen  to  nineteen  cents  sluHHy  bel(H« 
the  war.  By  September  16  it  was  down  to  thirteen  and  one  naif 
cents,  the  next  week  it  rose  to  sixteen  oents,  in  October  and  Novem- 
ber it  fell  again  to  fifteen  cents.  -  Since  that  time  its  value  has  been 
erratic. 

Among  the  emergency  meaauree  taken  by  the  government  were: 
the  sale  of  two  war  vessels  building  in  Great  Britain  and  other 
veseels,  which  were  said  to  have  brought  in  a  total  of  $26,000,000; 
the  iasae  of  $20,000,000  worth  of  one-year  treasury  Inlls  bearing  no 
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interest  and  guaranteed  by  the  supplies  of  gold  which  had  been 
collected  to  carry  out  the  conTerston  scheme;  the  reduction  of  oU 
government  salaries  and  other  economies  and  retrenchments;  and 
the  proposal  of  new  taxes  on  inheritances,  property,  and  salaries 
and  the  increase  of  taxes  on  beer,  alcohol  and  tobacco.  These 
measures  have  been  of  assistance  in  steadying  the  business  situation 
but  the  fact  that  the  principal  financial  support  of  the  government 
and  of  the  productive  interests  of  the  country  have  failed  mak^  read- 
justment a  more  drastic  and  far-reaching  process  than  in  the  other 
countries.  There  is  no  question  that  Chile  has  been  hard  hit 
by  the  war  and  it  will  take  months  or  yeara  for  her  to  entirely 
recover. 

Peru  is  rich  in  minerals,  and  mineral  production  is  an  important 
source  of  revenue.  Its  chief  mineral  product,  copper,  has  been  in 
constant  demand.  The  largest  single  item  of  export,  however,  is 
sugar,  which  has  commanded  high  prices.  Among  its  important 
minor  products  is  wool,  for  which  record  prices  are  now  being  paid. 
Peru,  therefore,  was  not  basic^ly  in  a  bad  position.  The  principal 
immediate  effect  of  the  war  was  an  industrial  paralyos.  Many 
factories  closed  down  entirely  and  others  discharged  a  large  per- 
centage <rf  their  employees.  In  most  cases  this  was  due  to  the  lack 
of  immediate  capital  to  carry  on  manufacture.  The  customs 
receipts,  like  those  of  other  countries,  showed  a  considerable  falling 
off  and  in  1914  amounted  to  only  $4,690,000  as  compared  with  16,- 
4S3,000  in  1913,  a  decrease  of  about  twenty-seven  per  cent.  There 
was  a  deficit  of  $462,000  in  the  year's  budget.  An  important  feature 
of  the  situation,  however,  has  been  the  fact  that  foodstuffs  have 
remained  cheap  and  that  an  embargo  placed  on  their  exportation 
temporarily  lowered  prices.  This  tc^ther  with  the  action  c^  the 
government  in  providing  work  on  railway  construction  has  to  a 
limited  extent  relieved  the  unemployment  situation.  The  curtail- 
ment of  copper  production  has  had  a  depressing  effect.  In  one 
respect  the  country  was  in  a  good  position  to  meet  the  crids — it  had 
no  paper  money  in  circulation  except  that  issued  by  the  banks  on 
their  own  responsibility.  The  government  was,  therefore,  able  to 
authorise  the  banks  to  issue  $5,353,000  in  the  middle  of  August  to 
be  secured  by  a  35  per  cent  deposit  of  gold  and  the  rest  by  securities. 
In  October  another  issue  of  notes  to  the  amount  of  $5,353,000  was 
authorised.    These  notea  drove  gold  and  silver  out  of  circulation 


Digitized  by  Google 


Latin  Akbbican  Tradb  Oonsitiohs  87 

but  the  goTemment  met  the  situation  by  paaaing  a  law  oo  November 
3  forbidding  the  sale  of  gold  at  a  premium.  The  exportation  of 
gotd  and  nlver  was  also  forbidden.  A  thirty-day  moratorium  was 
declared  on  August  7,  was  extended  several  times,  and  is  now 
effective  for  an  indefinite  period.  White  there  are  a  number  of 
features  in  the  situation  in  Peru  which  make  for  stability,  the 
country  can  hardly  be  considered  wealthy  except  in  latent 
mineral  resources.  It  is  only  in  the  last  ten  or  fifteen  years  that 
Peru  has  been  making  economical  progress  and  it  has  yet  a  good 
way  to  go  before  it  attains  healthy  conditions  of  national  growth. 

Bohvia,  from  the  time  when  the  first  white  man  set  foot  on  its 
soil,  has  been  a  producer  of  minerals,  and  with  a  limited  amount  of 
rubber  and  other  forest  products,  these  have  continued  to  form 
practically  its  sole  output.  Until  ten  or  a  dozen  years  ago  silver 
held  the  center  of  the  stage  but  the  rise  in  the  price  of  tin  has  made 
the  mining  of  that  metal  more  profitable. 

Bolivia  has  depended  almost  entirely  on  its  tin  and  to  a  lesser 
d^ree  on  silver.  No  tin  has  been  smelted  in  the  United  States. 
This  has  been  a  European  industry.  The  United  States,  however, 
is  the  greatest  consumer  of  tin  in  the  world.  If,  therefore,  some 
provision  can  be  made  whereby  the  tin  ore  can  be  smelted  in  this 
country,  normal  conditions  will  be  restored  in  Bolivia  and  a  new 
industry  begun  in  the  United  States.  This  readjustment  has  not 
yet  been  effected  and  Bohvia  has  continued  to  feel  the  paralysis 
of  its  export  trade  which  followed  immediately  upon  the  outbreak  of 
the  war. 

EcuadOT  was  in  the  beet  position  of  these  four  countries.  Its 
economic  life  depends  laigely  on  the  exportation  of  cocoa  and  the 
very  hu^  crop  of  last  year  had  practically  been  marketed  before 
the  outbreak  of  (he  European  war.  Ecuador,  moreover,  is  not  a 
country  of  large  commercial  enterprise  and  the  readjustment  to  the 
new  conditions  was  easier  for  her  than  for  her  neighbors. 

The  principal  complaint  of  the  north-coast  coimtries  is  that 
mnce  the  first  of  August  practically  all  credit  has  been  withdrawn 
and  they  have  been  unable  to  obtain  their  usual  supplies.  Naturally 
they  felt  this  most  keenly  in  the  matter  of  foodstuffs.  They  had 
been  accustomed  to  long  credits  from  Germany  and  England  and  to 
somewhat  shorter  credits  from  the  United  States.  Upon  the  out- 
break of  the  war,  however,  even  thoroughly  responsible  houses  found 
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it  difficult  and  at  times  imponible  to  obtain  goods  on  credit  either 
from  Ew^  or  from  Has  oountry.  The  result  of  this  has  been  a 
marked  idling  off  in  tbe  import  bade  and  a  owreepoDding  decrease 
in  the  export  tnule  due  to  the  inalHlity  to  maitet  their  principal 
products.  These  products  are  coffee  (which  is  by  far  the  most  im- 
portant), hides,  cocoa,  gold,  and  rubber.  In  Veneiuela  the  previous 
year's  crops  had  not  been  wholly  marketed  by  the  first  of  August  and 
the  harvesting  of  the  new  crops  was  made  difficult  because  of  the 
lack  of  money.  The  immediate  cost  of  gathering  the  crops  of 
Venesuela  amounts  to  <2,000,000  or  $2,500,000  which  for  several 
years  has  been  supplied  by  German  firms.  General  st^nation  in 
business  resulted  with  a  consequent  rise  in  prices  and  reduction  in 
salaries.  The  government  of  Venezuela  cut  the  salaries  of  govern- 
ment employees  in  half  and  this  example  was  followed  to  a  certain 
extent  by  commercial  houses.  Biscuits,  canned  meats,  cheese, 
butter,  ham,  flour,  lard,  sugar,  cotton  goods,  drugs  and  medicines, 
ironware,  machinery  and  oth&r  commodities  rose  from  16  to  20  per 
cent  in  price,  while  rioe,  one  of  the  most  importuit  stales  of  Vene- 
zuela, increased  by  40  p&r  cent.  These  conditions  have  pretty 
generally  prevailed  in  Venezuela  up  to  the  present  time. 

In  Colombia,  as  in  Venezuela,  prices  rose  on  practically  all  im- 
ported foodstufTs,  especi^ly  rice.  This  condition  has  continued  to 
a  greater  or  less  extent  up  to  the  present.  In  ColcMubia,  however, 
one  or  two  features  of  the  situation  seem  to  give  promise  of  more 
proeperous  times  in  the  near  future.  One  of  the  noticeable  features 
of  the  situation  has  been  that  the  government,  although  consider- 
ably affected  by  the  new"  conditions,  has  not  defaulted  in  the  pay- 
ment of  its  interest  obligations  abroad.  A  month  or  two  after  the 
war  a  decided  improvement  in  conditions  at  the  principal  port  was 
reported  and  the  outward  cargo  movement  consideiably  increased. 
A  later  report  about  the  first  of  January  noted  that  the  commercial 
situation  was  improvii^,  that  exports  w«%  normal  although  there 
were  many  unemployed.  In  the  Guianas  the  principal  export  is 
sugar  and  they  have  therefore  not  felt  the  effects  of  the  war  so 
keenly.  Their  trade,  in  fact,  is  not  far  from  normal.  Throughout 
all  the  north-coast  countries  as  well  as  throughout  the  countries  of 
Centnd  America,  the  inability  to  market  the  coffee  and  other  prod- 
ucts at  good  prices  and  the  difficulty  of  getting  the  usual  imports 
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on  the  expected  credit  terms  have  created  a  depreaedon  which  vill 
hardly  disappear  before  the  close  of  the  war. 

III.  Thus  in  all  parts  of  the  continent  there  was  a  paraly- 
m  of  nearly  all  activities  immediately  following  the  beginning 
of  the  great  war,  and  this  was  followed  by  a  natural  revival 
which  was  feeble  or  strong  accordii^  to  the  character  of  the  re- 
sources of  the  various  sections  and  the  state  of  afiaira  preceding 
the  war.  In  spite  of  the  unfavorable  outlook  in  July,  the  River 
Plate  countries,  or  at  least  Argentina  and  Uruguay,  have  recovered 
most  quickly  and  show  the  greatest  signs  of  prosperity.  This  is 
due  in  large  part  to  the  fact  that  their  chief  products  are  in  demand 
across  the  sea  and  very  good  crops  have  given  them  a  large  surplus 
for  export.  By  the  end  of  January  the  exports  of  all  principal 
products  except  hnseed  from  Ai^;entina  had  about  reached  normal 
proportions  and  shipmenta  of  all  grains,  meat  and  wool  have  been 
heavy  nnce  the  first  of  the  year.  The  following  figures  of  exports 
of  these  products  will  show  the  increased  volume  of  the  trade  over 
last  year,  and  will  serve  as  a  contrast  to  the  comparative  figures 
for  August  and  September  previously  quoted: 


EqxMte«Mk 

«srt„ 

Cora 
MMriatona 

MBtrlolon. 

1»4             WE 

«U 

1»1. 

1«4 

1«6 

Jan        29 

89,868 

23,679 
109,426 

37,322 
13,519 

78,049 
62,354 

46,134 
50,815 

19,619 

».afu. 

^ 

lau 

1S1» 

isu 

IMS 

31,309 
9,273 

60,186 
20,626 

13,321 
6,050 

16,860 
20,466 

These  figures  show  that  the  lifeblood  of  the  country  is  cours- 
ii^  freely.  Prices  received  for  these  products  are  good,  and 
deposits  amounting  to  as  much  as  $5,000,000  a  week  are  being  made 
in  Argentine  l^^tioos  in  Europe.    Imports,  on  the  other  hand,  as 
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indicated  by  the  cosUana  leceipte,  are  atitl  far  below  normaL  At 
tbe  Buenos  Aires  custom  house  the  receipts  for  1915  up  to  March 
12  were  96,477,411  papfT,  as  against  $12,863,005  paper  and  S372,311 
gold  for  the  corresponding  period  last  year.  Tbe  proportion  ot 
receipts  to  this  date  in  1915  as  compared  with  1914  is  hardly  greater 
than  thai  of  the  receipts  last  August  as  compared  with  the  previous 
August. 

The  following  figures  will  show  the  steady  advance  in  the 
Ttdnme  of  business  transacted  by  the  banks  since  last  July.  They 
refneeent  the  movement  in  the  Bankers'  Clearing  House  at  Buenos 
Aires  (figures  are  in  terms  of  Ai^ntine  paper  peso,  worth  fO.424 
U.  S.  Currency) : 

utrna^  tnt-u  isit-is 

July 1,496,93S,4(B        1,1«,7«2,179 

AupHt 1,322,112,617  446,626,59» 

Sqrtouber 1,372,702,435  664,191,953 

October 1,447,982,009  739,126,3«2 

Noranber 1,249,818,887  814,168,216 

Deoember 1,407,140,798        1,016,845,465 

Jaauar; l,41<.180,«06  092,918,636 

Febnury 1,212,1SB,3Q1         1,066,520,090 

A  report  of  March  8  stated  that  wheat  exports  to  that  date 
had  B^regated  1,200,000  metric  tons,  or  about  44,000,000  bushels, 
which  was  more  than  tbe  entire  exports  of  the  1913-14  crop.  Tbe 
report  further  says  that  the  crop  of  all  gruns  at  that  time  promised 
to  be  one  of  the  beet  ever  harvested  in  the  country. 

Tbe  rate  on  money,  which  remuned  at  Si  to  9  per  cent  during 
all  tbe  latter  months  of  1914,  has  been  lowered  to  7  per  cent  and 
even  lower,  at  which  figure  it  stood  on  March  8. 

All  this  indicates  that  the  country  is  getting  on  a  sound 
basis  financially,  and  the  coming  of  prosperity  would  seem  to  depend 
more  upon  careful  management  and  the  restoration  of  confidence 
than  anything  else.  The  liquidation  that  has  been  under  way  for 
a  year  or  two,  however,  is  not  yet  ended,  as  the  record  of  commercial 
failures  in  February  shows.  The  liabilities  of  these  fulures 
amounted  to  $8,561,685,  as  compared  with  $13,105,001  in  Febru- 
ary of  last  year.  This  was  a  notable  decrease,  but  on  the  other 
hand,  although  February  is  a  shorter  month  than  January,  the 
habiliUes  exceeded  those  of  tbe  previous  month  which  were  $6,504,- 
027.    Tbe  country  is  not  yet  out  from  under  tbe  cloud  that  has 
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been  hanging  over  it  for  two  years,  and  recovery  must  be  gradual. 
It  is  said,  however,  that  a  decided  epirit  of  optimism  prevfulfi  and 
the  return  before  the  year  is  very  old  to  normal  times  or  better  is 
looked  forward  to. 

The  recovery  of  Uruguay  is  also  noticeable,  although  it  is  still 
gradual.  Wool  shipments  up  to  the  middle  of  March  were  running 
only  about  half  those  of  the  previous  year,  the  figures  for  the  1913-14 
season  (banning  October  1)  beii^  82,361  bales  up  to  March  12, 
while  those  for  the  corresponding  period  of  the  1914-15  season  were 
44,121  bales.  It  may  be  added  that  of  the  shipments  this  year 
24,673  bales  went  to  Genoa  as  compared  with  2,854  bales  in  the 
corresponding  period  of  the  previous  year,  and  7,114  bales  to  the 
United  States,  as  compared  with  9,138  bales.  The  smaller  ship- 
ments this  year  are  due  partly  to  the  lack  of  shipping  facilities, 
unfavorable  service,  and  unfavorable  exchange  rates.  The  import 
trade  is  slowly  improving,  as  is  evidenced  by  the  gradual  gain  in 
customs  revenue,  about  one-seventh  of  which  comes  from  export 
duties  and  the  rest  from  import  duties.  The  figiu^s  of  receipts  from 
the  customs  in  each  month  from  last  July  to  February  are  shown 
in  the  following  table  (these  figures  are  for  Uruguayan  pesos;  peso  — 
$1,034  U.  S.  currency): 

1913-U  1BI»-16 

JuJy 1,320,517  1,106,760 

A<«urt 1,372,668  829,732 

September 1,378,187  831,592 

October 1,179,810  806,026 

November 1,111,329  707,662 

December 1,248,386  883,877 

January 1,422,127  942,270 

February 1,2«9,502  926,246 

Total 10,302,820  7,042,1« 

The  figures  for  February  are  somewhat  misleading  on  the  sur- 
face, as  that  month  has  but  28  days.  The  daily  average  for  Feb- 
ruary was  10  per  cent  higher  than  for  January. 

The  recovery  noted  in  the  River  Plate  region,  however,  has 
not  been  duplicated  in  Brazil.  That  country  has  yet  to  find  a 
pathway  out  of  the  financial  and  economic  ills  with  which  the  war 
and  the  previous  national  extravagance  have  surrounded  it.  The 
sfUvation  of  the  situation  seems  to  depend  on  the  wisdom  and 
resourcefulness  of  the  present  government. 
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Altbouf^  some  obeerreis  r^ard  the  situatios  aB  desperate, 
it  has  some  favorable  elementa.  Chief  of  these  n  the  Btrong 
portion  of  the  banks,  which  have  throughout  followed  a  wise 
and  prudent  course,  and  have  been  able  in  the  laet  few  months 
to  fortify  themselves  because  of  the  lack  of  demand  for  loans  and 
discounte.  On  December  31,  the  cash  on  hand  in  the  Baneo  do 
Brasi]  and  the  six  leading  fonign  banks  was  60.3  per  cent  of  the 
demand  depcBite.  It  must  also  be  conudered  that  the  revival  of 
bufiinesB  in  the  crois  of  1898  was  very  rapid  after  the  reorganiU'- 
tion  of  the  country's  finances,  and  this  may  occur  again.  The 
present  import  ttmff  is  said  to  be  much  too  high,  and  not  only 
incfeases  the  cost  of  living  but  keeps  down  the  revenue  derived 
from  the  customs.  A  revimon  of  this  tariff  is  likely  to  take  place 
during  the  coming  session  <^  Congress  in  May  and  this  may  be  ctf 
benefit  not  only  in  relieving  internal  conditions  but  also  in  provid- 
ing a  sorely  needed  addition  to  government  receipts  of  gold.  If  in 
addition  to  this  the  government  can  obtain  considerable  loans  from 
the  United  States  (though  this  is  doubtful)  its  finances  may  f^ain 
be  set  in  good  oider.  One  feature  of  extreme  importance  is  the 
fact  that  coffee  can  be  stored  for  years  without  deterioration,  and 
the  surplus  that  cannot  be  marketed  now  will  therefore  not  be  a 
dead  loss.  The  government  is  doing  all  it  can  to  establish  new 
agricultuial  industries  such  as  cotton-nusing  in  the  north  and  cattle 
and  fruit-raising  in  the  south.  These  efforts  if  successful  will  put 
the  country  on  a  sounder  basis,  although  nothing  is  to  be  expected 
from  these  enterprises  in  the  immediate  future.  It  will  be  int^^et- 
ing  to  obeerve  what  the  genius  of  the  Brazilian  people  can  accom- 
plish in  extricating  the  country  from  this  accumulation  of  economic 
difficulties. 

Figures  showing  features  of  the  present  situation  as  compared 
with  that  a  year  previous  follow : 

IwaoMn  UU  JaBBVT  IVIS 

Fedenl  cuatomi  revenue 7,961,333  milreui  3,176,883  milnit 

F«dcro]  mlMid  nvenue 2,163,347  mib«iB  3,200,690  iniliua 

Clearances  of  coffee  at  Rio  de  Janeiro  and  Santos  for  the  week 
ended  February  18  amounted  to  427,795  bags,  as  against  loadings 
of  399,905  bags.  Sales  of  only  127,539  bags  were  declared  at  the 
two  ports,  as  against  273,684  bags  for  the  previous  week  and  10fi,796 


Digitized  by  Google 


Latin  Ahbbican  Tbasb  Conditiohs  98 

bags  for  the  corresponding  week  last  year.  Entries  at  the  two  ports 
for  the  week  amounted  to  319,075  bags,  as  against  321,648  for  the 
previous  week  and  123,600  for  the  week  ended  February  19  last 
year.  For  the  crop  entries  to  February  18  were  9,761,849  bags,  as 
against  11,784,861  bags  last  year.  The  total  cleared  from  the  two 
ports  to  February  18  was  8,1&4,118  bags,  valued  at  £16,546,396  a« 
against  10,737,9S6  bags  valued  at  £31,373,128  last  year. 

The  heavy  drop  in  quotations  of  government  and  industrial 
Bscuritiea  from  1914  is  indicated  in  the  following  list,  showing  quota- 
tions for  February  20  of  the  two  years  (from  Wtieman't  Review, 
Feb.  23,  1916): 

leu  WIS 

4  par  cent,  1889 7fiJ  81} 

Funding,  1898,  fi  per  cent 101  98 

Funding,  1914 74J 

1910  4  per  cent 74  52 

Sao  Paulo  1888 97  911 

8ao  PmiIo  1913 991  ^i 

Leiqmldiiia  otock 731  36} 

Sao  Paulo  Railway,  Ordinary 2481  169 

rftactiim  Ordinary 91]  fiOJ 

Braiil  Railway 32  7 

Dumont  Coffee  Co.  (Ltd.) 10  81 

Consob 76|  681 

Recent  advices  from  Chile  are  meager  and  it  is  thought  the 
country  is  for  the  present  doing  little  more  thtm  marking  time.  A 
report,  however,  dated  February  23,  is  to  the  effect  that  the  produc- 
tion of  nitrates  since  August,  1914,  has  been  as  follows:  August, 
4,830,233  Spanish  quintals;  September,  2,856,600  quintals;  October, 
2,865,494  quintals;  November,  2,659,875  quintals;  December,  2,428,- 
769' quintals;  January,  1915,  2,082,549  quintals.  This  is  compared 
with  an  averse  monthly  production  from  January  to  July  of  5,404,- 
729  quintals.  It  will  thus  be  seen  that  although  the  output  is  drop- 
ping off  slowly  month  by  month  it  is  yet  40  per  cent  of  normal. 
Stocks  are  accumulating  and  it  is  estimated  that  there  is  now 
enough  nitrate  on  hand  to  supply  a  year's  export  at  the  usual  rate.  It 
is  understood  that  the  enterprisea  in  which  American  capitid  is  in 
control,  nitrate  factories  and  copper  mines-are  continuing  active. 
The  increase  in  copper  prices  (as  noted  on  page  94)  has  created 
con^derable  optimism  among  the  producers  of  that  metal  in  Chile, 
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and  H  is  believed  that  s  number  of  mines  and  smeltets  forced  to 
c\oB&  down  will  be  reopened  or  have  been  bo  already. 

In  Peru  certain  favorable  basic  elements  have  led  to  the  graduid 
improvement  of  conditions  and  considerable  optimism  prevtuls. 
This  optimism  is  illustrated  by  the  views  of  a  prominent  buuness 
man  connected  with  a  large  American  export  house  doing  an  exten- 
sive business  in  Peru. 

The  oou&tiy  ia  producing  on  &  BOftle  muah  greater  than  its  coiuumption  and 
this  lesTes  in  its  faror  a  balance  trf  trade  representing  solid  gain.  The  most 
important  pioduct  of  this  country  is  sugar,  the  production  of  which  is  increasing 
daily  and  it  would  not  surprise  me  to  see  the  production  for  1916  reach  a  total  of 
5,000,000  quintals,  which  at  the  prices  ruling  today  lepieoents  a  value  of  30,000,000 
eoke  (sole— 48.6  cents},  of  which  sum  it  is  probable  that  12,000,000  solea  go  to 
the  producer.  Also  in  cotton,  althou^  the  year's  crop  will  be  very  inferior  sod 
although  the  price  of  Egyptian  is  less  than  that  ruling  in  previous  yean,  there  is 
still  a  margin  of  profit  fox  Peruvian  produoen  that  is  relatively  aatisfactory,  and 
as  for  the  asperos  (rou^)  and  semi-aaperos  tiottons,  they  are  selling  at  excepticD- 
al^  high  prices.  C<^per  is  higher  bxlay  than  before  the  war,  and  the  aame  with 
rubber.  The  wool  of  ewes  and  alpacas  is  bringLog  very  good  prices,  as  well  as  all 
the  by-iiroducts,  sldns,  furs,  etc.,  encountering  an  easy  and  profitable  market. 
Inaamuch  as  Feni  is  producing  noimal^  and  can  find  satisfootoiy  madcets  for  ita 
products,  the  country  is  in  an  exoeptioiially  favorable  posttion.  It  ia  a  baais  so 
solid  and  eo  secure  that  it  augun  an  ezoellent  futun,  even  within  the  critical  erft 
Uirough  which  we  are  passing. 

Furthermore,  the  general  financial  situation  of  the  country  iu^  improved 
not^ly.  The  issue  of  banknoU*  was  a  sheer  neoeosity  because  there  does  not 
exist  sufficient  gold  in  the  world,  nor  will  there  be,  to  allow  any  country  to  do 
without  pt^pm  money.  We  have  been  very  fortunate  in  securing  a  paper  issue  so 
strongly  guaranteed  as  that  at  present  in  circulation  and  thus  we  have  a  solid 
base  for  the  financial  organization  of  the  country.  It  is  necessary  that  all  of  the 
institutions  of  the  country  protect  the  banknote  in  every  way  possible  in  order  to 
prevent  ita  depreciation.  The  lack  of  silver  change,  which  at  the  beginning  was 
veiy  accentuated,  owing  to  the  fact  that  all  of  the  banknotea  were  launched  iqxm 
the  Lima  maricet,  has  already  become  less  marked,  and  as  the  banknotes  have 
been  circulated  through  the  Provinces  the  supply  of  silver  money  hss  adjusted 
itself  in  such  a  manner  that  today  throughout  the  countiy  there  is  sufficient  ailvn 
for  necessities. 

The  industrial  life  of  the  country  is  also  slowly  returning  to  mora  nramal 
conditions.  Althou^  many  establishmenta  are  not  working  up  to  their  full 
c^iacity  they  are  operating  sufficient^  to  give  their  empbyen  enou^  income  to 
meet  their  living  e^Mnses,  and,  aa  a  result,  in  no  part  of  the  country  ara  there 
men  out  of  work,  except  a  very  small  percentage.  Peru  in  this  way  is  in  a  very 
fortunate  position  and  the  country  has  not  been  forced  to  face  the  famine  condi* 
tiona  which  today  exist  in  many  countries  of  the  world. 

The  government  revenue  has  declined  considerably  Uirough  ti>e  decreaae  in 
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the  cnatoms  retuma  but  then  baa  been  a  nmilar  deoreaoe  in  aH  oountriea.  TIm 
iuDraase  of  the  revenue  from  other  ■ouroea  will  largely  meet  this  de&oit  while  the 
remainder  would  natur&lljr  be  oovered  bjr  the  economies  which  the  gorermneai 
ahould  practice,  as  aU  private  individuala  with  foresight  are  practicing  economiee 
today. 

The  increase  in  copper  prices  in  recent  months  has  been  one  of 
the  cluef  causes  of  the  better  tread  of  events  in  Peru.  The  rai^ 
of  copper  prices  since  Janu&ry,  1914,  as  quoted  for  Peru  in  accord- 
ance with  the  Ijondon  standard,  was  as  follows: 

in«  Plio*[Mr  lOlS  Fdoapw 


January 

1312.02 

January 

...     »300.79 

Febmaiy 

317.63 

Feteuaiy 

...       306.69 

Much.-. 

812.80 

Marah         .    .  . 

...     asi.67 

April 

316.09 

M«y 

307.47 

June 

298.49 

July 

286.59 

August 

September. . . . 

October 

November. .  . . 

269.02 

December 

276.61 

Late  in  March  one  of  the  large  mining  concerns  was  operatii^ 
at  ahiput  70  per  cent  of  normal  and  another,  an  American  company 
and  the  largest  in  Peru,  was  operating  at  85  per  cent  of  normal. 

In  the  north-coast  countries,  as  in  Central  America,  the  prin- 
cipal hope  of  greater  prosperity,  at  least  while  the  war  continues, 
lies  in  closer  relations  with  the  United  States.  A  project  has  been 
under  way  for  some  time  looking  to  the  establishment  of  an  American 
bank  in  one  or  both  of  the  north-coast  countries  and  if  this  is  effected 
it  will  have  an  excellent  influence  on  the  commercial  situation. 
These  countries  sadly  need  capital  and  <n«dit,  and  both  of  these,  it 
is  hoped,  will  be  forthcoming  from  the  United  States  as  soon  as  our 
bumness  men  become  better  acquainted  with  conditions  there. 
Better  steamship  facilitjes  are  also  a  requisite.  These,  if  provided 
in  the  near  future,  will  greatly  brighten  the  outlook  for  Colombia 
and  Venezuela.  As  it  is  now,  however,  business  must  await  this 
assistance  or  the  closii^  of  the  war  before  it  can  expect  &  return  to 
normal  conditions. 

Jt  was  only  natural  that  when  the  crisis  arose  at  the  outbreak 
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of  the  Buroiwan  war  the  oountaries  of  LaAia  Amerioa  should  look  to 
the  United  States  for  afisiBtaBce.  They  have  looked  and  are  looking 
to  the  United  States  to  supply  a  market  for  their  surplus  products, 
to  secure  the  credit  for  making  new  purchases,  and  to  advance  the 
loans  to  take  the  place  of  European  capital  which  has  been  with- 
drawn. Heretofore  South  American  countries  have  known  as  little 
about  the  United  States  as  this  country  has  known  about  South 
America  or  perhaps  even  less.  Mutual  understanding  and  acquaint- 
ance are  necessary  before  the  United  States  can  take  even  in  part  the 
place  which  Europe  occupied  before  the  outbreak  of  the  war.  This 
process  of  getting  acquunted  is  going  on  as  rapidly  as  might  be 
expected.  With  the  establishment  of  banking  institutions  such  as 
the  branches  of  the  National  City  Bank  in  Argentina,  Braril,  and 
Uruguay,  a  great  advance  may  be  expected  in  the  promotion  of 
more  intimate  relations  between  the  United  States  and  Latin 
America. 

The  pertinent  question  which  every  manufacturer  and  exporter 
must  ask  himself,  however,  is  whether  or  not  conditions  in  South 
America  warrant  his  taking  up  the  active  development  of  that 
market.  It  has  been  my  purpose  in  the  brief  review  which  I  have 
made  of  the  situation  immediately  following  the  outbreak  of  the 
European  war  and  the  recovery  which  has  been  accomplished  to 
date,  to  give  the  necessary  facts  for  forming  a  judgment  on  this 
point. 

The  most  important  aspect  of  the  situation,  however,  and  one 
which  should  count  most  in  determining  our  trade  invasion  of  Latin 
America  is  not  so  much  the  present  conditions  there,  which  on  the 
whole  promrae  hope,  but  rather  the  attitude  of  the  American  manu- 
facturer and  exporter.  The  American  manufacturer  should  use,  in 
developing  the  Latin  American  market,  the  same  sane,  common- 
sense  bufflness  methods  which  he  has  so  successfully  used  in  develop- 
ing the  domestic  markets  in  the  United  States.  The  manufacturer 
or  merchant  who  treats  the  Latin  American  field  as  one  which  is 
not  amenable  to  the  appUcation  of  the  same  business  methods  as 
he  would  use  at  home  is  not  going  to  be  successful. 

Whether  the  American  business  man  thinks  that  he  can  get 
immediate  orders  in  South  America  or  whether  he  thinks  he  cannot, 
hiB  program  of  action  should  be  substantially  the  same.  It  is  abso- 
lutely necessary  that  before  thinking  of  making  profits  out  of  this 
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new  market  which  he  expects  to  develop  he  should  give  it  very 
careful  study.  Now  is  the  time  tor  the  American  manufacturer  to 
lay  the  foundations  of  future  business  in  Latin  America;  now  is  the 
time,  in  spite  of  any  handicaps  which  may  exist  in  the  present  com- 
mercial or  financial  situation  in  Latin  America,  for  the  American 
business  man  to  lay  the  foundations  for  future  trade;  now  is  the 
time  to  send  out  his  investigators,  to  send  out  his  buaness  diplomats 
to  study  and  report  on  the  possibilities;  now  is  the  time  to  make  his 
connections  and  form  trade  relations  which  he  can  follow  up  and 
develop  in  future  years. 

The  countries  of  Latin  America  which  were  almost  paralyzed 
commercially,  industrially,  and  financially  by  the  outbreak  of  the 
great  European  war  are  showing  remarkable  vitality  and  are  grad- 
ually recovering.  '  It  cannot  be  expected  that  they  will  fully  recover 
tbevr  normal  prosperity  before  the  close  of  this  war,  but  on  the 
whole  they  have  already  gone  much  further  toward  recovery  than 
might  have  been  expected  from  an  analysis  of  the  situation  which 
confronted  them  immediately  after  the  first  of  August. 


Digitized  by  Google 


EXISTING  OBSTACLES  TO  THE  EXTENSION  OF  OUR 

TRADE  WITH  CENTRAL  AND  SOUTH  AMERICA 

Bt  Maifricb  Costbb, 

Export  Manager,  Westin^uae  Eleolrio  and  Manafaettning  Company, 
New  York  Oty. 

Ab  a  preface  I  may  say  that  we  need  not  look  for  any  great 
improTement  in  trade  with  Central  and  South  America  until  the 
war  haa  been  brought  to  a  cloee.  English  bankers  have  been  for- 
bidden by  their  government  to  participate  in  financial  undertaktogB 
outside  of  Great  Britain.  Undoubtedly,  similar  restrictions  have 
been  imposed  by  the  governments  <^  other  wairii^  nations.  The 
Central  and  South  American  countries,  with  the  possible  exceptions 
of  the  Ai^^entine  Republic  and  the  United  States  of  Colombia, 
are  not  in  a  position  to  finance  new  enterprises. 

Some  of  our  American  bankers  have  taken  the  commendable 
lead  in  establishing  branches  in  some  South  American  countries. 
I  doubt,  however,  if  these  bankers  will,  under  existing  conditions,  be 
justified  in  extending  their  business  in  those  countries  to  any  con- 
siderable extent  or  to  finance  enterprises  as  was  done  formerly  by 
foreign  banks. 

The  Second  National  Foreign  Tradp  Convention,  recently  held 
in  St.  Louis,  meetings  of  various  chambers  of  commerce  and  export 
associations,  the  recent  very  important  annual  meeting  of  the 
American  Academy  of  PoliMcal  and  Social  Science  and  the  Pan- 
American  Financial  Conference  will  assist  our  for^gn  trade  but 
little  if  existing  laws  and  policiee  are  not  changed. 

In  order  to  insure  permanent  success  and  an  increase  in  our 
export  trade,  we  must  revise  our  statutes  in  so  far  as  they  relate  to 
these  subjects.  For  instance,  we  should  have  a  law  admitting  to 
American  re^urtry  all  vessels,  whether  built  in  the  United  States  or 
not,  when  owned  chiefly  by  American  citiaens  or  by  American  cor- 
porations, and  when  engaged  in  foreign  trade  with  the  United 
States,  such  vessels  should  be  exempt  from  the  provisions  of  the 
American  navigation  laws.  The  special  r^ulationa  appertaining 
%o  the  treatment  of  crews,  to  safety  appliances,  etc.,  of  such  vessel? 
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should  conform  to  those  of  the  merchant  marine  of  the  great  mari- 
time nations. 

It  may  surprise  some  of  you  to  leam  that,  in  the  past,  ships  of 
certain  foreign  nation^  have  not  only  discriminated  against  our 
merchants  in  the  matter  of  rates,  but  they  have  deliberately  delayed 
the  delivery  of  American  cargoes  in  the  interest  of  their  own  na- 
tionals. Frequently  the  demurrage  charges,  incident  to  suoh  wilful 
delays,  have  been  paid  by  foreign  associations  or  foreign  govern- 
ments. Hence,  the  great  importance  to  our  export  trade  of  having 
our  own  merchant  marine. 

The  Seamen's  Bill  should  be  amended  so  as  to  apply  only  to 
coastwise  trade  and  that  of  the  Great  Lakes.  It  is  necessary  to 
have  vessels  running  direct  between  the  ports  of  the  United  States 
and  those  of  Central  and  South  America,  providing  the  very  best  of 
passenger  accommodations  in  order  to  induce  our  Latin  cousins  to 
visit  us  and  spend  some  of  their  holidays  here  so  that  we  may  be- 
come better  acquainted.  Before  the  war  they  usually  west  to 
Europe.  Those  who  came  here  had  to  take  the  additional  time  of 
crossing  the  Atlantic  twice  or  endure  inferior  accommodations. 
We  cannot  have  such  ships  if  the  Seamen's  Bill  is  not  amended  as 
suggested  above. 

There  has  been  considerable  agitation  of  late  regarding  the 
creation  of  a  new  merchant  marine.  How  can  we  hope  to  succeed 
in  this  if,  in  the  face  of  all  the  earnest  work  done  on  this  account, 
such  a  law  as  the  recently  enacted  Seamen's  Bill  must  be  respected? 
This  bill  has  undoubtedly  many  very  good  points  but  it  should  not 
Btpply  to  foreign  trade.  If  it  does,  we  will  kill  the  small  merchant 
marine  we  now  have  and  American  labor  cannot  be  benefited  if 
there  ore  no  American  ships.  It  is  also  a  mistaken  idea  that  this 
law  will  protect  American  labor  on  ships  of  other  nations  trading 
between  this  and  foreign  countries,  inasmuch  as  the  vessels  engaged 
in  this  trade  are  usually  manned  by  foreigners  and  the  question 
suggests  itself  why  should  we  go  out  of  our  way  to  protect  foreign 
sailors  at  the  expense  of  our  foreign  trade? 

Railroads  and  steamship  lines  should  be  permitted  at  all  times 
to  issue  through  bills  of  lading  to  foreign  countries  and  to  make 
q)ecial  rates  to  meet  foreign  competition.  The  railroads  should 
make  preferential  freight  rates  on  shipments  of  manufactured  arti- 
cles from  inland  points  to  the  coast.    This  is  the  common  practice 
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in  foreign  couulaies.  Th«  railroads  will  not  suffer  by  this  reduction 
in  rates  as  it  will  not  interfere  with  their  domestic  business  and  tiiey 
will  be  compensated  by  increased  foreign  shipments. 

The  Sherman  Act  should  be  amended  in  order  to  exclude  from 
its  provisions  foreign  buaness.  The  amended  law  should  be  so 
clear  as  to  leave  no  doubt  as  to  its  interpretation. 

Laws  relating  to  drawback,  being  a  refund  of  duties  on  mate- 
rials used  is  the  manufacture  of  articles  exported,  should  be  amended 
BO  as  to  encourage  our  foreign  trade  and  to  conform  to  similar  laws 
already  in  successful  operation  in  foreign  countries  for  some  years 
past. 

In  addition  to  the  above,  Congress  should  appropriate  sufficiuit 
funds  to  permit  the  United  States  to  be  represented  by  able  men  in 
Cenlral  and  South  America.  We  should  not  be  content  to  have  the 
type  of  man  who  is  limited  in  his  traveling  expenses  to  a  dally  allow- 
ance of  $5  and,  consequently,  cannot  represent  our  government  in 
a  mann^  to  command  re8[>ect.  We  need  men  of  the  class  employed 
by  fordgn  governments  who  are  able  to  make  reliable  reports  on  the 
activities  and  methods  of  our  foreign  competitors  and  the  condi- 
tions surrounding  proposed  industrial  undertakings,  reports  on 
which  our  banks  can  place  absolute  reliance  when  they  are  requested 
to  assist  in  the  financing  of  enterprises. 

You  will  probably  be  surprised  to  know  that  some  of  these 
forego  representatives  at  present  act  in  the  capacity  of  "trade 
spies,"  so  to  say,  and  furnish  their  governments  with  information 
concerning  the  busineaa  done  by  subjects  of  competing  countries. 
They  even  go  to  the  extent  of  supplying  their  governments  with 
detailed  copies  of  invoices  of  American  manufacturers  which  they 
can  easily  obtain  when  the  invoices  are  made  collectable  through 
foreign  banks. 

Our  government  should  adopt  a  definite  policy  favorii^  foreign 
trade.  Under  this  new  policy  it  should  become  impossible  to  have 
our  experience  in  Mexico  repeated,  whereby  about  one  billion  dollars 
of  American  investments  have  been  allowed  to  suffer.  All  present 
laws  and  policies,  having  for  their  object  the  benefiting  of  foreign- 
ers at  the  expense  of  American  enterprise,  should  be  repealed  or 
amended. 

Our  government  should  use  its  influence  to  induce  all  the 
Central  and  South  American  republics  to  make  their  tariff  laws 
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dependent  on  specific  duties,  based  on  weights  or  otherwiBe,  and 
not  on  ad  valorem  values.  The  American  exporter  suffers  very 
much  from  the  illegal  practices  of  some  foreign  manufacturers  who 
sweu  to  undervaluations  amounting  to  as  much  as  from  forty  to 
mxty  per  cent  of  the  true  invoice  value,  whereby  they  are  enabled 
to  pay  leas  duty  on  their  goods,  thus  placing  American  exporters, 
who  will  not  condescend  to  these  fraudulent  practices,  at  an  unfair 
diaadvantage. 

After  the  present  obstacles  have  been  removed  by  the  enactment 
of  suitable  laws  and  the  adoption  of  a  favorable  governmental  policy, 
we  will  be  able  to  call  on  the  bankers  for  more  help  than  I  am  in- 
clined to  believe  they  intend  to  give  under  existing  conditions.  If  we 
wish  to  compete  effectively  with  foreign  countries,  our  banks  should 
be  prepared  to  assist  in  financing  Central  and  South  American  gov- 
ernments and  deserving  enterprises  in  those  countries  just  as  foreign 
banks  have  done  for  years  with  scarcely  any  losses.  Our  banks 
cannot  be  expected  to  do  this  under  the  present  governmental 
policy. 

Foreign  manufacturers  have,  in  the  past,  investigated  foreign 
enterprises  and,  upon  favorable  report  of  the  government  agent  or 
other  responsible  party,  have  been  able  to  secure  the  assistance  of 
their  banks  in  financing  these  undertakings.  Credit  was  then  usu- 
ally extended  on  first  mortgages  as  security  for  acceptances  running 
for  a  term  of  from  three  to  five  years.  These  first  mortgages  provide 
the  investor  with  the  most  ample  protection.  The  foreign  manufac- 
turers are  thus  enabled  to  obtain  cash  for  their  goods  while  their 
banks  have  secured  from  eight  to  ten  per  cent  interest  on  acceptances 
which  they  have  been  able  to  rediscount  at  from  three  to  four  per 
cent.  The  French  have  established  several  loan  associations  in  South 
America  which,  after  investigating  some  of  the  foreign  financed 
imdertakings  and  bavLag  found  them  to  be  good  properties,  have 
taken  over  the  acceptances  of  some  foreign  banks  before  they  became 
due,  thereby  enabling  the  original  promoters  to  come  into  posses- 
sion of  the  funds  they  have  advanced  much  sooner  than  at  first 
antidpated. 

When  referring  to  financing  of  foreign  undertakings,  I  do  not 
wish  to  convey  the  idea  that,  if  a  man  comes  to  this  country  and  asks 
for,  say,  dx  months'  credit,  he  should  be  accorded  this  accommoda- 
tion.   In  fact,  we  should  refuse  to  extend  to  such  a  man  any  credit 
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whatever,  for  in  case  he  should  default,  we  would  not  be  in  a  position 
to  commence  I^^  proceedings  against  him  unless  we  have  a 
representative  of  standing  in  his  native  country.  Furthermore, 
a  man  asking  for  six  months'  credit  is  not  in  a  position  to  accurately 
estimate  his  profit  as,  in  six  months,  rates  of  exchange  may  be  such 
as  to  convert  his  estimated  profit  into  loss.  If  this  man  has  the 
proper  standing  in  his  own  country,  he  will  be  able  to  discount  his 
notes  easily  locally  aa  the  banking  facilities  in  ordinary  times  have 
been  very  good  in  South  American  countries,  there  being  in  addition 
to  local  banks,  English,  German,  French,  Italian  and  Belgian  banks 
which  are  neu-ly  always  ready  to  discount  good  commercial  paper 
charing,  of  course,  a  greater  rate  of  interest  than  is  customary  in 
the  United  States. 

We  must  not  deceive  ourselves  in  expecting  that  the  war  will  so 
cripple  oiu'  European  competitors  as  to  make  their  competition 
D^ligible  in  the  future.  We  must  not  expect  to  take  away  much  of 
the  trade  formerly  held  by  our  fore^n  competitors,  chiefly  the 
Germans  and  the  British,  unless  we  are  put  as  nearly  as  possible  on 
an  equal  footing  with  them. 

In  conclusion,  I  wish  to  say  that  the  American  press  have,  with 
inaiseworthy  activity,  taken  a  great  interest  in  our  foreign  trade 
with  practically  the  only  result  of  increasing  our  mail  with  applica- 
tions for  ima^nary  positions  in  connection  with  our  export  business. 
It  seems  to  me  that  one  of  the  first  things  to  be  done,  in  order  to 
obtain  the  somewhat  seemin^y  radical  changes  of  laws  and  policies 
suggested,  is  to  educate  the  press.  Show  them  what  re^y  is 
required  to  increase  our  foreign  trade  and  have  them  in  turn,  post 
the  masses  who,  together  with  the  former, should  infiuence  necessary 
legislation.  They  must  make  the  American  public  realise  that 
every  dollar  we  export  in  merchandise  makes  the  American  nation 
BO  much  richer  and  that  the  American  laborer  will  be  benefited  to  a 
proportionate  extent.  They  must  also  be  made  to  understand  that 
foreign  trade  is  absolutely  necessary  as  a  "filler-in"  in  times  of 
depression.  We  should  encourage  our  press  to  write  leading 
articles  on  the  proposed  changes  and  to  agitate  the  matter  before  the 
public  in  such  a  vigorous  way  as  to  make  the  laboring  man  under- 
stand that  what  is  suggested  above  is  in  his  interest.  The  voters 
should  use  their  influence  with  their  representatives  in  Congress 
and  with  the  government  to  bring  about  the  new  laws  and  policies. 
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The  representatives  of  the  press  should  iDterriew  leading  exporters 
who  UDderBtand  foreign  business  and  obtain  their  views  and  reasons 
for  wishing  to  create  the  new  conditions.  Let  them  explain  to 
their  readers  that  we  ask  for  do  special  privileges  and  no  subsidies, 
but  on  the  other  hand  we  should  not  be  hampered  by  unjust  and 
unnecessary  regulations. 

We  can,  in  most  instances,  overcome  the  difference  in  cost 
between  American  and  European  labor  by  our  more  extensive  and 
ingenious  methods  of  manufacture,  but  we  should  not  be  required 
to  do  more  than  this. 
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Bt  Fbakk  a.  Vandkblip,' 
Pnadent,  Nation^  Cjty  Butk.  Nttir  Yvk. 

It  seems  to  me  th&t  it  takes  a  great  deal  of  courage  to  tell  you 
what  the  effects  of  this  war  on  the  finances  of  America  are  to  be.  I 
know,  however,  that  most  of  us  do  not  appreciate  the  gravity  of  the 
war.  We  do  not  fully  appreciate  the  tremendous  fwces  that  have 
been  set  in  motion,  nor  do  we  well  apprehend  the  direction  in  which 
we  Bie  moving. 

Let  us  take  a  broad  view  of  the  facts  which  we  do  all  know. 
We  all  know  that  ten  billions  of  war  bonds  have  been  issued.  Those 
figures  are  so  large  that  it  is  impossible  really  to  comprehend  what 
they  mean  except  by  comparison  with  the  indebtedness  that  has 
been  issued  before  by  these  nations  or  by  their  total  wealth. 
I  happened  to  note  in  a  newspaper  clipping  today  an 
estimate  of  the  wealth  of  different  nations  and  I  was  struck  by  the 
fact  that  the  amount  of  war  bonds  already  issued  is  about  equal  to 
the  total  wealth  of  Spain  and  the  Netherlands.  This  is  a 
spiking  comparison.  We  have  suggestive  figures,  but  we  do  not 
really  know  what  the  cost  of  this  war  is  for  a  year — not  the  cost  in 
the  creation  of  securities  alone — but  in  the  capitalized  value  of  the 
lives  lost  and  in  the  effect  of  industry  impeded.  I  do  not  know  how 
accurate  the  statement  may  be,  but  an  eminent  English  economist 
-  has  suggested  that  the  cost  m^ht  reach  forty-six  billion  dollars. 
That  is  half  the  wealth  of  Great  Britain. 

This  is  a  desbuction  that  our  minds  have  not  attempted  really 
to  comprehend.  We  can  hardly  take  it  in.  Now,  if  thii  great 
desbuctioD  has  been  going  on,  iriiy  have  we  not  felt  it  more?  Why 
is  it  that  the  world  is  still  fairly  cheerful?  We  have  rinng  stock 
markets,  not  only  here  but  abroad,  rather  an  industrial  boom  in  the 
stock  market  of  Germany,  and  surprisingly  easy  money  everywhere. 
Can  we  stand  that  sort  of  destruction  of  wealth  and  have  nothing  se- 
rious follow?     It  mi^t  seem  so  from  the  facts  as  we  see  them  now, 

1  Ranwka  >■  preridiag  offioer  ai  the  fifth  ■Msioa  ol  the  Annual  Msetinc 
at  tfas  Ameriean  Aexlemr  bdd  in  FbfUddphia  on  A[«l  80  uid  Hay  1,  1916. 
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and  as  th^  concern  us  now,  but  I  believe  the  effect  has  not  yet  been 
really  felt.  There  have  been  an  inflation  of  note  iaeues  and  an  ittfla- 
tion  of  credit  which  have  prevented  the  world  fromfeeling  this  shock, 
but  my  own  opinion  is  that  a  shock  is  eventually  going  to  be  felt 
more  severely  than  our  rather  superficiaJ  consideration  has  yet  given 
us  cause  to  anticipate.  I  can  however  only  call  attention  to 
what  seems  to  me  the  seriousness  of  the  situation  and  caonot  at- 
tempt at  this  time  to  go  into  any  real  analysis  of  it. 
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POSITION 

Bt  Thomas  W.  Lauont, 
Mouber,  firm  of  J.  P.  Mo^bd  A  Compttoy,  New  Yoric. 

In  analyzing  the  financial  effects  of  the  war,  our  first  view  must 
be  in  retrospect.  The  first  efifects  which  we  witnessed  were  just 
prior  to,  or  contemporaneous  with,  the  outbreak  of  the  general  war. 
Those  effects  were  calamitous.  We  saw  our  high^ade  securities 
fall  with  great  violence;  we  saw  the  entire  fabric  of  foreign  ezhange, 
built  up  over  many  generations,  knocked  completely  awry;  we 
found  ouiselvea  unable  to  buy  sterling  exchange  wherewith  to  pay 
our  debts  in  London.  Our  gold  was  being  exported  in  great  volume. 
Within  the  two  weeks  after  the  outbreak  of  war  between  Austria 
and  Servia  we  sent  out  $55,000,000  of  gold.  Domestic  rates  for 
money  advanced  to  a  high  figure,  and  even  at  that  money  was  scarce 
and  hard  to  obtain.  Ocean  transportation  was  violently  t^sarranged. 
It  was  impossible  to  get  bottoms  wherdn  to  ship;  and  the  rates  for 
marine  and  war  insurance  ran  so  high  that  manufacturers  could  no 
longer  afford  to  ship.  To  a  period  of  general  bumnees  depression 
that  had  existed  for  many  months  was  added  almost  complete 
prostration  of  trade  in  various  lines  particularly  affected  by  the 
phenomena  just  enumerated. 

The  remedies  that  the  coimtry  took  to  save  these  serious  situa- 
tions just  described  were  prompt,  lo^cal  and  effective.  Our  securi- 
tim  were  b^ng  dumped  upon  us  in  large  volume  by  foreign  holders. 
Therefore,  we  closed  our  stock  exchanges  so  as  to  prevent  an  over- 
whelming flood  of  such  sales.  Gold  was  being  exported  and  there 
was  danger  of  a  money  panic.  Therefore  oiu-  banks  went  upon  a 
clearing  house  certificate  basis,  and  plenty  of  currracy  was  assured 
to  us  by  reason  that  under  the  Aldrioh-Vreeland  Act  t400,000  of 
additional  currency  was  almost  immediately  issued.  Our  bank 
situation  was  strengthened  by  the  efforts  to  put  into  prompt  work- 
ing order  the  new  institutions  established  under  the  Federal  Reeore 
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Bank  Act.  With  equal  logic,  when  it  waa  found  that  our  ocean 
transportation  was  all  upset,  the  Federal  Marine  Insurance  Act 
was  passed,  thus  making  it  possible  for  manufacturers  to  ship  under 
reasonable  rates  of  insurance. 

When  London  and  Paris,  in  which  two  cities  New  York  City 
had  outstanding  a  total  of  over  (80,000,000  due  and  pay- 
able before  January  1,  1915,  began  asking  whether  they  were  going 
to  get  their  money,  New  York  City  responded  through  her  bankers 
in  the  formation  of  the  famous  1100,000,000  syndicate.  Under  the 
terms  of  this  syndicate  New  York  City  sold  $100,000,000  of  its 
6  per  cent  notes,  receiving  payment  therefor  to  the  extent  of  S80,- 
000,000  in  gold,  or  adequate  exchange,  and  thus  showing  the  world 
that  under  the  most  difficult  conditions  she  would  certainly  pay  her 
debts.  When  other  forragn  creditors  of  America  raised  some  question 
as  to  their  position,  the  banks  of  the  country  organized  a  gold  pool  of 
$100,000,000  to  show  that  there  was  plenty  of  gold  that  could  and 
would  be  exported,  if  necessary-.  When  all  the  South  seemed  on  the 
verge  of  a  financial  breakdown,  owing  to  the  depression  in  the  cot- 
ton industry,  there  waa  on^anized  a  banking  pool  to  lend  up  to 
$150,000,000  on  cotton  and,  therefore,  to  bring  order  out  of  chaos 
in  that  region. 

All  these  remedial  measures  were  taken  quietly  and  efFectively, 
a  comparatively  few  active  and  patriotic  men  acting  as  leaders,  but 
with  the  loyal  and  united  support  of  the  whole  financial  community, 
East  and  West,  North  and  South.  Never  did  all  parts  of  the  coontry 
act  in  cofiperation  more  harmoniously  than  they  did  at  that  time, 
and  I  believe  that  the  spirit  of  the  harmony  then  aroused  is  some- 
thing to  reckon  with  and  to  be  glad  for,  for  a  long  time  to  come. 

Those  perplexing  and  even  agonizing  days]  seem  now  to  have 
passed.    What  is  the  situation  today? 

There  has,  in  effect,  been  a  tremendous  reversal  of  conditions. 
Money  is  easy,  we  are  importing  gold  on  a  good  scale,  havitM^  al- 
ready brought  back  over  $50,000,000  of  what  we  sent  out  last  year. 
Our  stock  exchanges  are  opened,  with  the  trading  free  as  air,  not 
hampered  by  the  minimum  limits  which  still  rule  on  the  London 
stock  exchange. 

As  to  foreign  holdings  of  our  securities,  they  are  still  b^ng 
sold  to  us  in  lai^  volume,  and  we  are  easily  absorbing  them.  We 
even  welcome  such  sales,  for  they  serve  to  ease  up  the  fordgn  ex- 
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change  situAtion  which  nov  has  turned  almost  as  heavily  in  our 
favor  as,  last  September,  it  was  against  ua. 

Note  well  theee  sure  indications  of  how  we  are  turning  from 
debtor  into  creditor:  it  costs  England  1^  per  cent  more  than  normal 
to  make  her  remittances  to  us;  it  costs  France  2)  per  cent;  Germany 
over  12  per  cent  and  Russia  nearer  20  per  cent. 

We  are  piling  up  a  prodigious  export  trade  balance.  By  the 
end  of  the  government  year,  Jime  30  next,  it  looks  as  if  it  would  be 
over  one  billion  of  dollars.  Many  of  our  manufacturers  and  mer- 
chants have  been  doit^  wonderful  business  in  articles  relating  to  the 
war.  So  heavy  have  been  these  war  orders,  running  into  the  hun- 
dreds of  millions  of  dollars,  that  now  their  effect  is  beginning  to 
spread  to  general  business  which,  even  if  it  is  still  depressed,  shows 
distinct  signs  of  improvement. 

And  as  a  chmax  to  all  this  improvement,  America  is  becoming 
a  lai^e  factor  in  the  international  loan  market.  These  fore^;n  loans 
have  been  so  scattered  that  perhaps  the  total  of  them  has  not  been 
fully  appreciated,  but  just  let  me  enumerate: 

To  various  mimicipalities  and  provinces  in  Canada,  American 
investors  have,  since  January  1, 1915,  loaned  over  $60,000,000; 

To  Russia,  twenty-five  millions,  in  addition  to  private  credits 
which  that  government  has  arranged  to  approximately  the  same 
amount,  I  should  guess; 

To  France,  forty  million  dollars,  or  thereabouts; 

To  Germany,  it  is  stated,  although  I  am  not  sure  of  my  figures, 
about  ten  millions; 

To  Switzerland,  fifteen  millions; 

To  Norway  and  Sweden,  about  three  millions  apiece; 

To  the  Ai^ntine,  forty  miUion  dollars; 

The  grand  total,  therefore,  of  these  forogn  loans  that  we  have 
made  since  war  broke  out  is  well  above  two  hundred  million  dollars. 

Such  is  the  situation  today.  Now  what  of  the  future?  Many 
people  seem  to  believe  that  New  York  is  to  supersede  London  as  the 
money  center  of  the  world.  In  order  to  become  the  money  center 
we  must  of  course  become  the  trade  center  of  the  world.  That  is 
certainly  a  poesibility.  Is  it  a  probability?  Only  time  can  show. 
But  my  guess  would  be  that,  although  subsequent  to  the  war  this 
country  is  bound  to  be  more  important  financially  than  ever  before, 
it  will  be  many  years  before  America,  even  with  her  wonderful  re- 
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Bources,  ener^  and  Buccesa,  will  become  the  fioancial  center  of  the 
world.  Such  a  ahifting  cannot  be  brought  about  quickly,  for  of 
course  to  become  the  money  center  of  the  world  we  must,  aa  I  have 
said,  become  the  trade  center;  and  up  to  date  our  exports  to  regions 
other  than  Great  Britain  and  Europe  have  been  comparatively 
limited  in  amount.  We  must  cultivate  and  build  up  new  markets 
for  our  manufacturers  and  merchants,  and  all  that  is  a  matter  of 
time. 

Therefore,  I  think  I  am  warranted  in  saying  that  this  question 
of  trade  and  financial  supremacy  must  be  determined  by  several 
factors,  a  chief  one  of  which  is  the  duration  of  the  war.  If,  as  all 
humanity  is  bound  to  hope,  the  war  should  come  to  an  end  in  the 
near  future,  our  position  would  still  be  much  different  from,  and 
more  Important  than,  what  it  was  prior  to  the  war  but,  on  the  other 
hand,  we  should  probably  find  Germany,  whose  export  trade  is  now 
almost  wholly  cut  off,  swinging  back  into  keen  competition  very 
promptly;  and  we  should  find  that  the  building  up  of  our  foreign 
trade  would  be  a  much  Blower  matter  than  if  the  war  were  to  con- 
tinue indefinitely,  thus  leaving  those  foreign  fields  of  trade  endeavor 
more  open  to  us. 

Another  factor,  depending  upon  the  duration  of  the  war,  is  the 
extent  to  which  we  shall  buy  back  American  securities  still  held  by 
foreign  investors.  Juat  prior  to  the  war  and  since  its  outbreak  we 
have  bought  back  hundreds  of  millions  of  such  securities,  but  the 
amount  still  outstanding  in  the  hands  of  fomgn  holders  must  aggre- 
gate several  billions  of  doll&rB.  If  we  should  continue  to  buy  such 
securities  back  on  a  large  scale — and  the  chances  are  that  if  the  war 
continues  long  we  shall  do  that — then  we  should  no  loiter  be  in  the 
position  of  remitting  abroad  vast  sums  every  year  in  the  way  of 
interest.  It  would  not  be  necessary  for  ub  to  secure  bo  much  ex- 
change on  London  and  Paris.  We  should  be  paying  the  interest  upon 
our  debts  to  our  own  people,  not  to  foreigners.  Such  a  develop- 
ment would  be  of  the  utmost  importance  for  this  country  financially. 

A  third  factor,  and  that,  too,  is  dependent  upon  the  duration  of 
the  war,  is  as  to  whether  we  shall  become  lenders  to  the  foreign  na- 
tions upon  a  really  large  scale.  I  have  pointed  out  that  since  the 
war  began  we  have  loaned  direct  to  foreign  governments  something 
over  $200,000,000.  Yet  this  is  comparatively  a  small  sum.  Shall 
we  become  lenders  upon  a  really  stupendous  scale  to  these  foreign 
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governmeDtd?  Shall  we  become  lendeis  for  the  development  of 
private  or  semi-public  enterprises  in  Soutli  America  and  other  parts 
of  the  worid,  which  up  to  date  have  been  commercially  financed  by 
Great  Britain,  France  and  Germany?  If  the  war  continues  long 
enough  to  encourage  us  to  take  such  a  position,  and  if  we  have  the 
resources  to  grapple  with  it,  then  inevitably  we  shaU  become  a 
creditor  instead  of  a  debtor  nation,  and  such  a  development,  sooner 
or  later,  would  certainly  tend  to  bring  about  the  dollar,  instead  of 
the  pound  sterling,  as  the  international  basis  of  exchange. 

These  thoughts  I  have  thrown  out  simply  in  the  way  of  in- 
quiry and  suggestion.  No  one  can  make  a  safe  prediction  and  it  is 
idle  to  attempt  to  do  so.  There  are  so  many  cross-currents,  so 
many  bidden  factors  involved,  that  have  a  bearii^  on  international 
trade  and  international  finance,  that  no  one  can  gauge  the  future. 
We  are  witnessing  extraordinary  devdopments  on  the  other  mde  of 
the  water ;  we  are  seeing  government  control  of  industry  beii^  under^ 
taken  on  a  gigantic  scale.  Will  such  control  continue  in  part  or  in 
whole  after  the  war?  Will  the  value  of  the  cooperative  effort  which 
is  now  being  demonstrated,  be  so  great  as  to  demand  continuance 
after  the  war  is  over?  Shall  we  see  in  these  belligerent  countries, 
after  the  storm  is  ended,  renewed  energy  and  fresh  organisation,  or 
shall  we  see  languor  and  prostration? 

Here  in  America  shall  our  manufacturers  and  merchants  be 
able  to  take  effective  steps,  with  the  active  cooperation  of  the  govern- 
ment for  the  development  of  forogn  business?  Will  American  pro- 
ducers I>e  able  to  arrange  for  cooperation  among  their  oi^nisationa 
for  fordgn  sales  so  as  to  effect  economies  in  capturing  foreign 
markets?  Today  our  laws  do  not  allow  them.  Will  it  be  possible 
to  bring  about  such  a  change  in  our  shipping  laws  as  to  permit  the 
establishment  of  an  American  mercantile  marine  so  that  Americans, 
and  not  foreigners,  will  reap  the  benefit  of  all  our  enormous  trans- 
oceanic carrying  charges?  WiU  our  diplomacy  be  both  helpful 
and  courageous?  Will  our  merchants  be  wise  enough  in  catering  to 
f(H«ign  markets,  to  build  always  for  the  long  future  and  to  exhibit 
the  best  there  is  in  salesmanship,  quality  and  general  disposition 
to  please?  I  believe  so.  But  these  are  all  questions  that,  like  the 
others  I  have  enumerated,  time  only  can  solve. 

We  must  remember,  too,  that  when  we  talk  about  this  enor- 
mous trade  balance  in  our  favor,  which  as  I  have  said  may  run  up 
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thia  year  to  one  billion  dollarti,  a  considerable  part  of  that  balance 
is  due  to  falling  off  of  imports,  rather  than  aimpl>  to  an  increase  (rf 
exports;  and  another  part  of  it  is  due  to  the  fact  that  we  are  securing 
much  higher  prices  than  normal  for  a  great  many  different  com- 
modities, wheat,  for  instance,  selling  at  almost  double  the  price  per 
bushel  that  it  commanded  a  year  ago.  Therefore,  we  must  not 
look  upon  this  year's  heavy  balance  in  our  favor  as  a  normal  one. 
It  ia  abnormal  because  of  the  two  factors  that  I  have  just  mentioned. ' 
In  our  calculations  we  must  be  comervative  and  bear  these  most 
important  facta  in  mind. 

In  all  theee  questions  that  we  have  been  considering  and  that 
will  in  the  coming  months  press  upon  us  for  solution,  finance  must 
naturally  play  an  active  part.  Some  people  fail  to  realize  that 
finance  and  general  business  are  so  interwoven  that  the  success  (^ 
manufacture  and  trade  depends  entirely  upon  the  cooperation  of 
finance.  Finance  is  not  isolated,  does  not  work  by  itself.  Finance 
b  not  speculal^on.  It  is  rather  a  gigantic  fabric,  delicately  and  yet 
strongly  built,  patiently  constructed  through  many  generations  of 
sound  dealing.  It  is  the  business  of  finance  to  provide  the  means  for 
the  development  of  mines,  our  manufacture,  our  conmierce,  uid 
even,  in  some  measure,  of  our  agriculture. 

For  the  development  of  all  these  industries  capital  is  required 
in  large  and  increasing  measure.  On  the  other  hand  capita  is 
constantly  seekii^  investment.  The  frugal  are  laying  by  for  a 
rainy  day,  large  estates  must  reinvest  their  surplus  incomes.  It  is 
the  important  function  of  finance  to  bring  theee  two  movements  to- 
gether to  see  that  theee  savings  are  turned  into  the  form  of  sound 
investment  for  the  development  ot  the  country's  industries.  For 
this  reason  the  conditions  of  finance  are  of  world-wide  importance. 
In  this  country  they  affect  every  investor  who  helps  to  keep  indus- 
try supplied  with  funds  for  development,  and  every  wage-earner 
who  is  dependent  for  continued  and  contented  employment  upon 
the  success  of  such  industries. 

And  furthermore  we  must  remember  that  Finance  is  an  orderly 
process,  never  haphazard,  never  casual.  As  we  look  back  we  can 
now  realize  that  those  great  remedial  and  protective  steps  that  I 
have  briefly  alluded  to,  the  raising  here  of  $200,000,000  of  gold, 
taken  by  a  few  gentlemen  quietly  and  without  legislative  action. 
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were  ftll  parts  of  the  great  engine  of  finance  working  steadily  through 
the  induBtriea  of  the  country. 

One  last  word,  at  the  end  of  it  all — how  shall  finance  have 
fared?   Am  I  too  fervid  when  I  aay  this: 

When  that  terrible,  blood-red  fog  of  war  bums  away  we  shall 
see  finance  slill  standing  firm.  We  shfUl  see  the  spectacle  of  the 
business  man  of  all  nations  paying  to  one  another  their  just  debts. 
-We  shall  see  the  German  merchant  keeping  his  word  sacred  to  the 
English;  and  the  French  to  the  Turk.  We  shall  see  finance  standing 
ready  to  develop  new  enterprises;  to  find  money  to  till  new  fields; 
to  help  rebuild  a  broken  and  wreck-strewn  world;  to  set  the  fires  of 
industry  blazing  brightly  again  and  lighting  up  the  earth  with  the 
triumphs  of  peace. 
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THE  RESULTS  OF  THE  EUROPEAN  WAR 
ON  AMERICA'S  FINANCIAL  POSITION 

By  W.  p.  G.  Hasdinq, 
«  Federal  Reserve  Boan),  Wadungton,  D.  C. 

We  bear  a  good  deal  nowadays  about  dollar  exchange  as  applied 
to  the  financing  of  transactionB  arising  from  our  trade  with  foreign 
countries.  A  year  ago  this  was  almost  an  unknown  expression, 
and,  generally  speaking,  long  bills  drawn  agunst  international 
transactions  were  in  sterling,  in  reichsmarka  or  in  francs.  Our 
great  incorporated  chartered  banking  institutions  were  not  per- 
mitted to  engage  in  the  acceptance  business,  and  when  a  cargo  of 
grain  or  cotton  left  an  American  port  for  Liverpool,  drafts  agtunst 
the  shipment  were  drawn  in  sterling,  or  when  a  vessel  laden  with 
dyestuffa  or  jute  ba^ng  cleared  from  Bremen  or  Hamburg  for 
Boston  or  Savannah,  credits  covering  the  invoices  were  expressed 
in  reichsmarks,  so  that  the  foreign  banker  exacted  his  toll  in  both 
directions.  In  April,  1914,  however,  the  New  York  legislature, 
by  statute,  permitted  banks  incorporated  by  that  state  to  accept 
drafts  and  bills  of  exchange  drawn  against  not  only  shipments  of 
goods  to  and  from  fordgn  countries,  but  against  domestic  transac- 
tions as  well.  The  federal  reserve  act,  which  was  enacted  by  Con- 
gress in  December,  1913,  contuned  a  clause  permitting  national 
banks,  in  transactions  involving  the  importation  or  exportation  of 
goods,  to  accept  for  amounts  not  exceeding  50  per  cent  of  thor 
capital  and  surplus;  and  by  a  recent  amendment,  this  limitation  has 
been  extended  to  the  full  amount  of  capital  and  surplus.  Figures 
recently  compiled  show  that  trust  companies  in  New  York  State 
and  the  national  banks  have  outstanding  9117,000,000  of  accept- 
ances. 

The  development  of  the  American  acceptance  buuness  has  un- 
doubtedly been  promoted  by  the  European  war,  and  the  progress 
already  made  by  a  large  New  York  City  national  bank  toward  es- 
tablishing foreign  branches  under  the  provisions  of  the  federal  re- 
.  sOTve  act  indicates  a  dispoution  on  the  part  of  the  national  banks 
to  supplement  the  efforts  of  the  trust  companies  that  have  already 
113 
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established  foragn  branches  and  engage  in  financial  operations  of  an 
international  chuticter.  The  most  inviting  field  for  f  or^gn  branchea 
at  present  seems  to  lie  in  the  West  Indies,  in  the  Canal  Zone  and 
in  the  South  American  countries.  The  recent  conference  with 
South  American  financiers  held  in  Washington  ia  an  evidence  of 
the  interest  that  our  government  is  taking  in  the  development  of 
closer  trade  and  banking  relations  with  our  South  American  neigh- 
bora.  While  we  have  for  years  been  laige  purchasers  of  South 
American  commodities,  such  as  coffee,  rubber,  nitrate  and  hides, 
our  exports  to  tbme  countries  have  been  negli^ble  as  compared 
with  the  trade  controlled  by  Eurpean  nations.  The  deplorable  con- 
ditions now  existing  throughout  Europe  have  not  only  given  us  an 
opportunity  of  taking  over  a  substantial  part  of  this  bufflness,  but 
have  almost  compelled  us  to  arrange  to  do  so,  besidee  opening  the 
way  for  an  extension  of  our  trade  with  Europe  and  with  the  Orient. 
Shortly  after  the  outbreak  of  the  war  last  summer,  international 
'  balances  agiunst  us  on  cturent  account  were  ascertained  to  be 
around  $450,000,000,  and  it  was  estimated  at  the  same  time  that 
the  total  value  of  American  securities  held  abroad  was  probably 
not  less  than  $6,000,000,000.  Notwithstanding  the  serious  depres- 
sion in  cotton,  which  fortunately  proved  temporary,  the  loss  in  that 
staple  was  more  than  made  up  in  the  total  volume  of  our  trade  by 
the  high  prices  received  for  our  exports  <rf  foodstuffs.  The  balance 
ag^nst  us  was  in  a  few  months  entirely  wiped  out,  and  lai^  bal- 
ances in  our  favor  began  to  accumulate.  Certain  lines  of  industry 
in  this  coimtry,  such  as  the  manufacture  of  munitions  of  war  and 
accessories,  have  received  a  tremendous  impetus.  Reports  to  the 
department  of  commerce  indicate,  according  to  a  statement  made 
by  Secretary  Redfield,  total  exports  for  the  current  fiscal  year  of 
two  and  three  quarter  billion  dollara,  with  a  resultii^  trade  balance 
in  our  favor  of  about  one  and  a  quarter  billions.  This  balance, 
however,  is  due  to  our  smaller  volume  of  imports,  rather  than  to 
increased  exports.  For  the  past  nine  months  our  excess  of  exports 
over  importe  has  amounted  to  $719,000,000,  and  it  is  thought  pos- 
sible that  our  net  trade  balance  for  the  calendar  year  1015  may  be  as 
high  as  $2,000,000,000,  or  about  four  times  what  might  have  been 
expected  undernormal  conditions.  As  against  thisall  the  beUigereat 
powers  have  been  obliged  to  float  temporary  loans  for  enormous 
sums,  to  which  there  is  reason  to  believe  substantial  subscriptions 
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have  been  made  in  this  country,  and  should  the  war  continue  for 
aeveral  months  longer,  it  is  thought  that  American  Bubecriptione 
will  undoubtedly  assume  far  greater  proportions.  The  removal  of 
stock  exchai^  restrictions  and  the  notable  rise  in  the  market 
value  of  standard  stocks  and  bonds  which  hss  been  in  evidence  for 
some  weeks  past,  together  with  the  breadth  of  the  market,  have 
given  foreigners  an  excellent  opportunity  to  dispose  of  their  Ameri- 
can securities,  and  while  there  may  have  been  some  purchases  for 
European  account,  it  seems  certtun  that  sales  by  foreigners  have 
greatly  exceeded  their  purchases;  some  authorities  contending  that 
ednce  the  beginning  of  the  war,  net  sales  have  been  made  in  our 
market  for  fca^gn  account  of  about  2,000,000  shares  of  stock  and 
possibly  $300,000,000  of  bonds;  these  figures,  however,  are  prob- 
ably exaggerated.  . 

Europe  has  been  seDing  our  stocks  and  bonds  steadily  but  onlj'  in  rektively 
■man  unounta.  It  wu  carefuDy  eatimated  a  month  ago  that  European  aalcs 
wme  aTeraging  aboat  $1,000,000  a  day.  It  ia  believed  that  the  temptation  of 
rapidly  risen  prices  has  led  to  somewhat  heavier  selling  than  within  the  laat  w«ek, 
but  even  if  the  European  liquidation  averaged  steadily  $2,000,000  a  day  it  would 
foil  far  short  of  the  current  excess  of  espcnts,  which  for  the  last  three  montbs  has 
averaged  about  S5,000,000  a  day.  The  invisible  balance  against  us  is  as  undeter- 
mined a>  the  amount  of  Europe's  holdings  of  our  eeourities,  but  it  can  hardly  be 
•2,000,000  a  day  and  may  be  leas  than  $1,000,000.  If  it  were  $2,000,000  and 
Europe  waa  aelling  us  each  day  that  amount  of  aeourities,  we  would  still  be  ac- 
cumulating net  credits  at  the  rate  of  $1,000,000  a  day  through  our  eseess  of  ez< 
pcHlfl  over  impcHts. 

It  is,  of  course,  impossible  to  predict  the  duration  of  the  war  or 
its  ultimate  results,  but  there  are  several  elements  that  will  entea- 
into  our  Snancial  position  at  the  close  of  the  war.  One  is  the  dura- 
tion of  war,  and  another  is  the  terms  of  peace.  Should  the  war  be 
brought  to  a  close  in  the  near  future  on  the  basis  of  a  "draw,"  the 
demands  upon  capital  would,  of  course,  be  much  less  than  would  be 
the  case  if  it  is  fought  to  a  finish.  In  that  event,  our  position  would 
be  somewhat  different  should  war  settlements  be  made  by  cession 
of  territory  only,  than  it  would  be  should  lai^  cash  indemnities  be 
Imposed  by  the  victors  upon  the  vanquished,  which  would  involve 
complicated  readjustments  of  capital.  Some  authorities  hold  that 
the  European  countries  have  much  greater  wealth  than  is  generally 
supposed,  and  that  their  recuperative  powers  are  correspondingly 
greater,  but  it  seems  clear  that  no  naUoo  can  withstand  for  a  very 
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long  period  of  ijme  the  tremendouB  loss  of  life  and  property  which 
has  characterized  the  present  conflict.  The  first  effects  of  a  peace 
that  follow  a  great  war  are  by  no  means  a  sure  indication  of  what 
the  ultimate  results  will  be,  and  sometimes  it  happens  that  the  fi- 
nancial status  of  nations  that  have  not  been  engaged  in  the  war  is 
disturbed  almost  as  seriously  as  that  of  the  participabts.  When 
the  long  series  of  Napoleonic  wars  had  been  brought  to  a  close  in 
1814  by  the  exile  of  the  French  emperor  to  Elba,  there  was  a  pro- 
nounced trade  revival  in  England  which  ctune  to  a  sudden  halt  upon 
Napoleon's  return  to  France  in  March,  1815.  His  final  defeat  at 
Waterloo  resulted  in  a  great  advance  in  British  Consols,  but  the 
United  Kingdom  entered  at  the  same  time  into  a  period  of  indus- 
trial and  commercial  depression  which  lasted  several  years.  A 
similar  depression  was  also  experienced  in  this  country,  which  had, 
since  1S12,  been  engaged  in  a  war  with  England.  Our  Civil  War 
witnessed  a  destruction  of  life  and  property  and  an  accumulation  of 
debt  somewhat  parallel  to  that  now  being  experienced  by  European 
belligerents,  and  it  was  also  accompanied  by  a  marked  infiation  of 
the  currency,  under  the  stimulus  of  which  the  dominant  section 
experienced  a  trade  revival  accompanied  by  an  era  of  railroad  build- 
ing which  continued  until  1873.  Our  Civil  War  was  the  source  of 
serious  inconvenience  to  Great  Britain,  which  country  was  depend- 
ent upon  the  South  for  the  greater  part  of  its  cotton  supply,  yet 
England  was  prosperous  during  the  time  of  our  conflict  and  during 
the  year  succeeding  its  close,  so  that  not  until  the  crash  which 
followed  the  failure  in  1866  of  the  London  firm  of  Overend,  Gurney 
&  Co.,  did  she  face  the  greatest  crisis  she  had  experienced  in  two 
generations.  The  war  indemnity  imposed  upon  France  by  Ger- 
many in  1871  of  5,000,000,000  francs,  made  it  necessary  for  French 
investors  dearing  to  subscribe  to  the  indemnity  loan  to  become 
heavy  sellers  of  securities  in  London  and  elsewhere.  British  mar- 
kets, as  well  sa  French,  were  seriously  affected,  so  that  within  a  few 
months  it  became  impossible  to  sell  American  securities  abroad, 
maturing  loans  were  called,  and  many  great  railroad  enterprises 
were  halted  during  their  construction.  Thus  the  indemnity  to 
Germany  was  a  powerful  contributing  cause  to  the  great  crias 
of  1873.  Our  affair  with  Spain  in  1898,  is,  acoordii^  to  modem 
standards,  hardly  worthy  of  being  dignified  with  the  name  of  war. 
It,  however,  marked  the  termination  of  the  years  of  depression  which 
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followed  the  panic  of  1893,  and  at  it«  conclusion  began  one  of 
the  greatest  expansive  periods  of  modem  history,  which,  suffering 
no  serious  interruption  either  from  the  Boer  war  or  from  Kussia's 
war  with  Japan,  came  to  a  sudden  end  in  the  fall  of  1907. 

We  should  not  forget  that,  although  we  have  passed  through  no 
periods  of  pronounced  activity  since  1907,  there  is  a  strong  tempto- 
lion  today  towards  inflation  in  this  country  as  well  as  in  Europe, 
where  inflation  is  s  result  of  war  financing.  The  loans  of  our  na- 
Uonal  banks  were  on  March  4,  according  to  reports  to  the  comp- 
troller of  the  currency,  about  9142,000,000  greater  than  they  were 
on  the  same  date  in  1914,  which  were  in  turn  greater  by  about 
(232,000,000  than  appeared  in  correspondii^  statement  in  1913. 
ReetoratJon  of  peace  will  necessarily  bring  about  many  readjust- 
ments. Demand  for  war  material  will  cease,  and  in  its  place  will 
spring  up  a  demand  for  the  commodities  of  ordinary  trade,  and 
particularly  for  those  materials  used  in  constructive  work  and  re- 
pturs.  Great  Britun,  Germany  and  France  will  use  every  effort 
to  recover  lost  trade  and  will  endeavor  to  avail  themselvee  of  Ameri- 
can markets,  our  margin  of  exports  over  imports  will  shrink,  and  as 
war  debts  are  permanently  funded,  securities  will  doubtless  be  sold 
by  citizens  of  countries  lately  at  war  to  enable  them  to  subscribe  to 
their  national  loans.  The  volume  of  these  sales  will  be  governed 
partly  by  security  prices  and  by  trade  balances,  and  the  effect  upon 
our  money  market  will  depend  upon  the  provision  we  have  made  in 
advance  to  offset  or  to  finance  these  purchases. 

While  we  have  now  in  operation  a  sound  currency  and  bankii^ 
system,  we  must  not  permit  ourselves  to  be  lulled  into  a  false  sense 
of  immunity  from  all  trouble,  or  to  feel  that  we  have  a  license  to 
disregard  well-established  principles.  We  must  be  discreet,  we 
must  resist  any  tendency  toward  inflation,  and  we  may  be  sure,  that 
by  avoiding  a  wild  temporary  boom  which  would  certainly  result 
in  a  collapse  later  on,  this  country  will  be  in  a  far  better  position  to 
reap  throughout  a  long  series  of  years  to  come  the  benefits  which 
should  accrue  to  it  as  the  only  great  world  power  not  engaged  in  the 
war.  By  adhering  to  this  course,  by  exercising  patience  and  self- 
control  and  by  adopting  a  policy  of  wise  statesmanship  in  husband- 
ing our  resources  and  applying  them  only  in  directions  which  will 
tend  towards  bringing  the  best  ultimate  results,  not  to  the  individual 
but  to  the  nation  as  a  whole,  our  position  upon  the  retetabliahment 
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of  peace  will  be  far  stronger  than  it  was  before  the  war  began.  We 
shall  be  able  thereby  to  hold  and  to  follow  up  advantages  gained, 
and  shall  reach  ultimately  not  merely  a  second  or  third  but  a  prom- 
inent and  commanding  place  in  the  field  of  intemation^  finance. 
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AMERICA'S  FINANCIAL  POSITION  AS  AFFECTED  BY 
THE  WAR 

Bt  AlBXANDSB  J,    HBMPHIIiL, 
Cburman,  Guaranty  Tnut  Company,  New  York  City, 

The  two  weeks'  period  between  Jul;  24  and  August  7  of  1914 
marked  the  creation  of  a  new  epoch  in  international  finance,  es- 
pecially for  the  United  States.  During  the  first  week  in  this  period, 
extraordinary  fluctuations  in  exchange  indicated  that  some  porten- 
tous event  was  impending  and  the  second  week,  after  the  happening 
of  the  event,  marked  the  dislocation,  if  not  the  destruction,  of  the 
entire  financial  machine.  Ruin  seemed  to  be  the  inevitable  result 
of  the  great  catastrophe,  but  its  very  inmiensity  served  to  bring 
about  a  unity  of  purpose  to  restore  order  from  chaos  and  to  re- 
create the  necessary  mechanism  for  the  restoration  of  international 
b'ansactious.  These  efforts  involved  a  series  of  imprecedented 
remedial  methods:  the  dosing  of  exchanges;  the  resort  to  clearing 
house  certificates  for  settlement  of  balances  between  the  banks,  in- 
volving the  cessation  of  payments  in  gold;  the  issue  of  emer- 
gency currency;  the  creation  of  a  gold  fund,  and  of  a  fund  to  carry 
the  surplus  of  a  record  cotton  crop.  These  are  recited  merely  to  il- 
lustrate the  tremendous  difficulties  which  confronted  the  bankers 
of  the  country  and  the  hard  work  necessary  to  restore  a  sem- 
blance of  ncHToal  conditions.  Fortunately,  there  was  a  ready 
public  recognition  of  the  necessity  for  such  measures  and  the 
runs  on  banking  institutions  usual  at  such  times  were  averted. 

For  some  time  prior  to  the  declaration  of  war,  our  indebted- 
nees  on  current  aceoimt  to  the  European  financial  centers  had  been 
steadily  growing  so  that  on  August  1  that  debt  had  assumed  the 
very  substantial  proportions  of  somewhere  between  (250,000,000 
and  $400,000,000.  In  the  attempt  to  avert  gold  shipments,  ex- 
change rates  soared  to  unprecedented  figures,  transactions  taking 
place  at  the  rate  of  S6.50  for  sterling  exchange,  and  remaining  at 
$6.00  for  a  protracted  period.  Of  course,  it  was  essential  in  or- 
der that  the  credit  of  the  United  States  might  not  be  seriously 
prejudiced,  that  this  discount  on  American  exchange  should  be 
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reduced.  The  bankera  of  the  country,  therefore,  consented  to 
make  contributions  to  a  gold  pool  of  S100,000,000  and  this,  in 
connection  with  the  beginning  of  a  favorable  trade  balance, 
shortly  restored  exchange  equilibrium. 

For  several  years  prior  to  1914  our  financial  position  left  much 
to  be  desired.  Securities  were  discredited,  and  at  an  unfavorable 
time  we  were  compelled  to  absorb  liquidation  by  foreign  investors 
which,  under  the  circumstances,  entailed  great  depreciation  in  the 
market  value  of  all  issues.  We  had  for  so  many  years  depended 
upon  the  savings  of  other  countries,  particularly  Great  Britain,  to 
finance  a  part  of  our  undertakings,  that  we  were  some  time 
in  realizing  that  we  must  henceforth  depend  upon  our  own  financial 
resources.  This  forced  a  period  of  economy,  which  was  evidenced 
in  the  enormous  growth  of  our  bank  deposits. 

Steps  taken  by  the  warring  nations  to  protect  their  gold  reserves 
offered  an  opportunity  to  this  country  to  secure  a  leading  portion  in 
the  world  of  finance.  Fortunately  for  us,  it  so  happened  that  the 
o^anization  of  the  federal  reserve  system  had  just  been  completed, 
conferring  powers  for  purchasing  bank  acceptances  and  redis- 
countlng,  with  consequent  currency  issuing.  This  for  the  first 
time  rendered  possible  the  creation  of  dollar  exchange.  The  ab- 
normal dtuation  in  Europe  made  this  step  so  logical  that  it  met 
with  ready  acceptance  from  all  quarters.  Bills  which  had  here- 
tofore been  drawn  on  London  in  sterling  were  now  be^^nning  to  be 
drawn  on  New  York  in  dollars.  TMs  particularly  applied  to  the 
Latin  American  republics;  commerdal  transactions  with  those 
countries,  which  under  customs  prevailing  before  the  war  had 
been  settled  through  London,  are  now  cleared  through  New  York. 

The  war  forced  the  return  to  this  country  of  thousands  of 
Americans  traveling  abroad  and  a  consequent  saving  for  this  country 
of  immense  sums  which  were  currently  spent  on  the  other  side. 
Imports  of  merchandiae  showed  an  enormous  shrinkage  and  as  we 
almost  immediately  began  to  supply  the  necessities  of  the  warring 
countries  in  the  way  of  foodstuffs,  etc.,  our  exports  reached  large 
proportions.  The  balance  of  trade  in  our  favor  enabled  us,  there- 
fore, soon  to  pay  off  our  debit  balance,  and  a  large  credit  balance 
took  its  place.  To  the  extent  to  which  foreign  holders  of  our  securi- 
ties were  willing  to  sell  we  have  repurchased  from  them,  but  this 
liquidation  since  the  war  although  of  considerable  volume  is  but  a 
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comparatJTely  small  percentage  of  their  total  holdingB.  The  bal- 
ance of  their  current  indebtedoeas  to  us  must  be  discharged  in 
other  ways.  We  have  in  some  cases  purchased  their  ahort-time 
oblations  and  in  others  granted  credits.  We  are  not  yet  pre- 
pared to  take  their  long-time  obligations.  That  time  will  arrive 
f^ter  the  declaration  of  peace. 

The  reversal  in  our  financial  position  has  been  so  sudden  and 
complete  that  it  really  has  been  little  less  than  revolutionary. 
Most  of  our  financiers  have  had  little  experience  or  training  in 
international  finance  to  meet  the  conditions  involved  in  this  sudden 
change.  In  addition  to  this  lack  of  experience  we  bad  to  cope 
with  defective  financial  machinery.  It  was  not  until  the  national 
monetary  conunission  published  the  result  of  its  investigations  of 
European  methods  that  this  country  began  clearly  to  see  how 
necessary  it  was  that  we  should  depart  from  our  archiuc  methods 
and  adopt  a  banking  system  which  would  enable  the  creation  of  an 
acceptance  and  discount  market.  These  views  and  findings  of  the 
cmnmission  were  wisely  incorporated  in  the  federal  reserve  law  and 
comprise  the  chief  measure  of  benefit  that  the  country  now  de- 
rives from  that  act.  State  institutioijs  have  availed  of  this  new 
feature  in  granting  acceptances  to  a  larger  extent  than  the  na- 
tional banks. 

London  has  not  yet  drawn  any  bills  of  exchange  m  dollars. 
When  that  ie  once  done  we  may  pride  ourselves  upon  our  progress. 
London  financiers  recognize  our  new  efforts  in  the  field  of  finance 
and  applaud  our  aspirations.  No  obstacles  from  that  quarter  will 
be  interposed.  At  the  present  time  she  is  concentrating  all  her 
efforts  on  the  one  object  of  financing  the  war.  Neverthdees  we 
must  recognize  that  she  will  muntfun  as  strong  a  grip  as  possible 
upon  the  markets  which  she  previously  controlled,  and  our  credit 
will  be  only  temporary  unless  we  make  our  dollar  exchange  stable 
and  desirable. 

It  is  essential  that  our  manufacturers  who  desire  to  export 
their  products  should  develop  an  efficient  export  organization. 
To  this  end  they  must  study  the  markets  which  they  deure  to 
supply  and  be  prepared  to  take  the  financial  responmbility  involved 
in  the  granting  of  credits  and  not  leave  this  important  feature  to 
agencies.  In  the  final  analysis  the  manufacturer  exporter  must 
take  the  risks  of  export  busineas  rather  than  the  banker.    Our 
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manufacturerB  dealing  to  export  must  understand  that  they  must 
use  the  same  intelligence  in  meeting  f  ore^  markets  as  they  do  in 
taking  care  of  thor  domestic  business.  The  clearing  of  all  this 
business  should,  in  the  main,  be  done  through  New  York. 

The  conclusion  of  the  war  will  create  new  conditions  and  the 
greatest  demand  will  then  be  made  upon  financial  America.  The 
destruction  and  wastage  of  capital  occasioned  by  the  war  has 
been  estimated  on  the  basis  of  a  yeai's  duration  at  $40,000,- 
000,000;  and  while  it  may  not  1>e  necessary  to  restore  all  of  this  at 
once,  yet  from  present  indications  the  demand  on  us  will  be  enor- 
mous, first,  there  will  be  the  call  on  our  merchants  to  furnish 
materials  in  connection  with  the  rehabilitation  or  rebuilding  of 
the  devastated  country  and,  secondly,  we  will  have  to  give  credit 
either  through  making  direct  loans  or  through  the  repurchase  of 
American  securities  held  abroad.  From  present  indications  the 
foreign  investors  will  part  from  our  securities  slowly  and  will  be 
tempted  to  liquidate  only  at  high  prices.  It  is  more  than  probable 
that  several  of  the  foreign 'countries  will  ask  us  for  some  of  our  gold 
in  order  that  they  may  restore  or  build  up  their  gold  reservee. 
These  demands  upon  our  financial  resources  seem  to  presage  more 
than  an  active  and  firm  money  market. 

There  is  no  doubt  that  should  we  continue  to  practice  economies 
and  follow  the  sound  bunnees  methods  which  we  have  recently 
pursued,  we  will  not  only  have  abundant  resources  for  our  own 
prosperous  business  but  also  be  able  to  take  care  of  the  reasonable 
demands  of  other  nations. 
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In  a  national  criBis  there  is  difficulty  in  applying  old  principles 
to  new  situations.  It  is  often  swd  that  there  is  nothing  new,  every 
intuatiOD  beii^  the  repetition  of  antecedent  experience.  It  is 
equally  valid  to  assert  that  new  conditions  demand  a  restatement  of 
old  laws;  only  through  such  reconstruction  can  they  be  applied  to 
current  eveote. 

An  attempt  to  apply  the  economic  theories  to  the  present  situ- 
ation shows  a  confusion  Uiat  exists,  not  so  much  on  account  of  the 
fallacy  of  principles  as  on  account  of  the  particular  way  in  which 
they  have  been  stated.  The  data  on  which  they  depend  have  not 
been  worked  over,  and  as  a  consequence  the  theories  have  remained 
rather  as  statements  of  particular  forms  of  experience  than  as  its 
general  statement.  This  is  especially  true  of  the  economic  doctrines 
that  arose  in  the  last  century,  since  their  essence  is  distributive. 
Their  goal  is  some  rule  by  which  the  produce  of  society  can  be  divided 
amoi^E  the  various  producers.  The  real  question  today  is  how  much 
of  the  national  wealth  can  be  taken  from  producers  and  given  to 
the  state.  The  present  situation  in  Europe  is  described  by  sayii^ 
that,  in  the  past,  10  per  cent  of  the  annual  income  of  each  country 
has  been  turned  over  to  the  state,  while  under  the  new  conditions 
40  per  cent  of  the  annual  income  must  be  given  to  meet  the  increase 
of  public  expense  the  war  involves.  How  far  this  can  be  done  and 
in  what  ways  without  interfering  with  the  processes  of  production 
is  the  vital  issue.  We  have  thus  to  do  with  the  total  income  of  the 
nation,  not  that  of  some  class  or  industrial  group;  only  the  most 
material  wants  are  to  be  kept  in  mind. 

If  90  per  cent  of  the  total  revenue  of  England  in  the  year  1913 
was  devoted  to  the  private  iises  of  its  citizens,  how  can  they  adjust 
themselves  in  1915  so  that  40  per  cent  of  the  total  income  of  the 
nation  can  be  turned  over  to  public  uses?  If  this  much  is  demanded 
of  England,  still  more  is  demanded  of  the  people  of  France  or  Gei^ 
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QUmy,  if  they  are  to  meet  the  situation  imposed  on  them  by  the 
European  conflict.  If  this  view  is  taken,  certain  fundamental  rela- 
tions between  people  and  environment  must  be  maintained  to  carry 
on  a  long  struggle  under  conditions  where  the  resources  of  the  nation 
go  to  public  needs  rather  than  to  private  uses. 

The  first  of  these  is  the  relation  between  food  and  population. 
Deductions  in  this  field  are  known  as  the  law  of  diminishing  returns. 
It  is  not  necessary  to  discuss  the  implications  from  this  law  as  all  na- 
tions are  conserving  their  food  supply  and  endeavoiing  to  increase  it 
byevery  means  in  their  power.  The  relation  between  capital  and  in- 
dustry may  occasioQ  more  difficulty.  Here  we  find  the  law  of 
economic  cycles,  as  it  has  been  called  by  Frofeasor  Moore,  to  whom 
its  beat  statement  is  due.'  Fluctuations  in  industry  are  primarily 
alterations  in  the  t^T^T^^iftl  production  of  commodities.  A  series  of 
good  years  cause  also  increasing  industry  and  rising  industrial 
values,  while  a  series  of  bad  years  result  in  depression  and  disaster. 
Such  cycles  have  come  in  the  past  with  great  regularity,  and  they 
show  us  the  danger  to  industry  from  any  dimiiiutioa  in  the  total  of 
the  food  of  the  community.  The  importance  of  this  law  is,  how- 
ever, not  so  much  in  any  anticipated  diminution  of  the  food  supply, 
but  rather  that  it  throws  light  on  what  will  happen  in  a  community 
where  there  is  a  large  decrease  in  the  quantity  of  capital. 

In  the  past,  changes  in  values  have  come  from  fluctuations  in  the 
amount  of  crops.  There  has  never  been  a  material  decrease  in  the 
quantity  of  capital,  and  usually  there  has  been  from  year  to  year,  a 
decided  increase.  Now  for  the  first  time  we  face  an  actual  decrease 
in  quantity  of  capital.  How  are  we  to  measure  its  effects  on  values 
and  on  industry?  The  teply  is  that  its  effects  will  be  umilar  to  the 
effects  coming  from  a  diminution  in  the  annual  yield  of  the  farms. 
A  poor  crop  is  aa  much  a  destruction  of  wealth  as  if  the  crop  were 
produced  and  then  destroyed.  If  this  is  true,  other  types  of  de- 
struction will  have  the  same  general  effect  on  industry. 

If  we  look  to  the  relation  of  food  and  population  for  the  basis 
of  our  static  relations  and  to  the  relation  of  capital  to  industry  for 
our  fluctuating  chai^^,  we  should  measure  the  progresnve  changes 
in  society  throu^  the  relation  between  the  present  and  the  future 
of  which  the  rate  of  interest  is  the  best  expression.  One  group  of 
economists  assert  that  interest  depends  upon  productivity,  and 

■  Soonomic  Cydet:  Thtir  Law  and  Cavte, 
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^erefore  riaea  and  falls  as  productivity  increases  or  decreasefl. 
Other  economists  affirm  with  equal  eameetnesB  the  theory  that  the 
rate  of  interest  depends  upon  the  estimate  individuals  make  of  their 
future  welfare.  Are  we  to  look  upon  these  two  laws  as  opposing 
tendencies  or  as  reflecting  different  conditions  under  which  the  rate 
of  interest  manifests  itself?  To  my  mind,  they  represent  two  ele- 
ments whose  combined  influence  determines  the  rate  of  interest. 
People  cut  down  their  present  consumption  in  favor  of  future  con- 
sumption, throi^  the  fear  of  future  want.  Any  new  conditions 
diminishing  the  fear  of  future  wont  will  check  the  tendency  to  save 
and  cause  an  increase  of  present  consumption.  The  diminution  of 
fear  means  a  rising  rate  of  interest.  On  the  other  hand,  whatever 
reduces  the  risks  of  industry  tends  to  create  a  lower  rate  of  interest. 
Industrial  progress  is  thus  from  a  state  where  fears  are  static  while 
risks  were  diminisbing  to  a  condition  in  which  fears  are  diminishing 
and  risks  are  static. 

Let  me  explain  this  formidable  but  after  all  simple  proposition. 
For  a  long  time  the  social  conditions  under  which  industrial  people 
lived  remuned  the  same,  their  anticipation  of  future  dangers  were 
correspondingly  fixed,  and  hence  the  same  motive  from  generation 
to  generation  existed  to  set  aside  a  part  of  their  income  to  provide 
for  future  contingencies.  Two  generations  e^o  it  could  be  said  that 
if  the  family  income  was  increased  from  $1,000  to  $1,200,  the  J200 
additional  would,  in  nine  cases  out  of  ten,  be  turned  into  capital. 
During  this  time,  however,  the  risks  of  industry  were  diminisbing, 
and  as  a  consequence,  the  element  of  danger  was  reduced.  The  net 
result  is  a  failing  rate  of  interest.  At  the  present  time,  however, 
risks  have  come  so  near  their  minimum  that  they  are  a  static  ele- 
ment. People  think  less  of  tomorrow  than  their  forebears  did. 
There  is  an  increase  in  present  expenditures  by  those  whose  fore- 
fathers would  have  saved. 

In  general  terms,  we  can  say  that  an  increasing  product  raises 
the  consumers'  mai^n  and  creates  a  rising  rate  of  interest.  The 
rate  of  interest  is  an  index  of  the  pn^ressive  changes  taking  place 
just  as  is  the  law  of  diminishing  returns  of  our  static  relations.  We 
thus  have  a  law  of  static  change,  a  law  of  fluctuatii^  change,  and  a 
law  of  progressive  change.  These  three  laws  I  shall  attempt  to 
apply  in  determining  the  danger  that  American  indusby  fares  as  a 
consequence  of  the  present  war. 
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The  first  question  to  decide  is  whether  industry  has  been  so  dis- 
arranged that  its  returns  have  diminished.  During  the  Xspoleonic 
wars,  England  was  undergoing  a  tremendous  industrial  revolution 
that  increased  her  productive  power  from  50  to  200  per  cent.  The 
result  was  that  after  the  twenty  years'  struggle  Ei^land  found  her- 
self richer  than  b^ore.  The  expenses  of  the  war  bad  reduced  the 
profits  of  the  nation,  but  had  not  destroyed  them.  The  same  result 
followed  our  Civil  War.  New  inventions  in  agricultural  machlQeiy 
were  introduced  to  such  an  extent  that  the  diminishing  labor  supply 
caused  by  the  enlistments  was  more  than  made  up  by  the  increase 
in  the  power  of  machinery.  As  a  result,  the  North  found  itself 
wealthier  at  the  end  of  the  war  and  the  rate  of  profit  was  also  larger 
than  at  the  be^nning.  These  two  examples  are  often  used  in  a  con- 
funng  way  because  they  seem  to  show  that  war  brings  prosperity, 
irtien  in  reality  they  only  show  that  war  is  a  burden  a  nation  can 
stand  if  the  increase  in  productive  power  is  sufficiently  great.  At 
the  present  time,  with  no  great  industrial  improvements  in  sight, 
it  seems  wiser  to  assume  that  the  burden  of  the  war  will  rest  upon 
the  nations  who  have  taken  part  in  the  struggle.  How  will  this 
burden  be  distributed,  and  upon  whose  shoulders  will  it  fall?  In 
answering  these  two  problems  we  are  likely  to  be  confused.  When 
we  discuss  the  effect  of  the  war  on  securities  we  should  have  in  mind, 
not  the  ultimate  value  of  these  secimties  twenty  or  thirty  years 
from  now,  but  what  will  be  their  immediate  value  at  the  close  of 
the  war.  After  every  period  of  food  shortage  there  has  been  a  de- 
pieeaion  in  industry  and  in  security  values.  We  can  infer  from  this 
what  will  follow  in  the  present  case  for  the  destruction  of  war 
illustrates  the  same  causes  as  a  shortage  of  food.  If  bad  crops 
create  depression,  we  have  a  right  to  infer  that  a  like  depression  will 
follow  the  destructioD  caused  by  war.  Professor  Moore's  conclu- 
sions are  that  the  depression  in  industry  lags  four  years  behind  the 
shortage  in  agricultural  crops,  and  if  this  holds  in  the  present  case, 
we  can  infer  that  the  burden  of  the  war  will  be  settled  by  an  indus- 
trial depression  in  the  near  future. 

This  inference  is  justified  by  what  we  know  of  the  relation  of 
wealth  to  value.  An  increasing  product  causes  a  stiH  greater  in- 
crease in  value,  while  a  diminishing  product  has  a  powerful  effect  in 
lowering  values.  It  is  hard  to  express  this  relation  in  simple  mathe- 
matical terms,  but  it  is  an  understatement  of  the  facts  to  say  that 
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a  reduction  in  product  produoee  a  double  effect  in  value,  and  there- 
fore a  reduction  of  10  per  cent  in  produce  may  produce  20  per  cent 
in  reduction  in  industrial  valuee. 

It  is  universally  admitted  that  the  coat  of  the  war  for  one  year 
is  about  $15,000,000,000  to  the  nations  concerned.  If  we  take  into 
consideration  the  losses  of  private  property  in  Be^um,  Poland, 
France,  and  other  places  actually  within  the  war  zone,  and  the  dis- 
turbance of  industry  in  other  regions,  a  like  destruction  of  S15,000,- 
000,000  has  resulted.  We  thus  have  an  actual  destruction  of  prop- 
erty to  the  amount  of  $30,000,000,000,  and  if  the  loss  in  value  is 
double  the  loss  of  product,  we  must  assume  that  at  the  end  of  the 
year  the  value  of  the  world's  capital  has  been  reduced  by  $60,000,- 
000,000.  As  the  world's  total  wealth  foots  up  to  something  like 
$300,000,000,000,  this  means  that  at  the  end  of  the  year  there  has 
been  a  loss  of  20  per  cent  in  values  if  the  distribution  of  these  losses 
were  equal.  That,  however,  is  not  likely  to  be  the  case.  What 
usually  happens  imder  such  circumstances  is,  not  an  even  ffdl  in 
values  and  an  even  burden  upon  all  industry,  but  rather  a  commer- 
cial crisis  in  which  the  losses  are  unequally  distributed,  and  thus 
greatly  incressed.  If  the  war  continues  more  than  a  year,  the 
losses  will  be  enormously  increased  and  the  difficulties  of  readjust- 
ment correspondingly  great.  I  do  not,  however,  from  this,  wish  to 
infer  that  the  total  value  of  the  world's  wealth  will  be  permanently 
decreased.  No  matter  how  destructive  the  war  is,  none  of  the 
permanent  resources  of  the  world  will  be  disturbed,  and  sooner  or 
later  the  liquidation  of  the  losses  will  take  place  and  then  the  recrea- 
tion of  values  will  follow,  giving  a  higher  total  value  than  before. 
Such,  at  least,  has  been  the  result  of  all  the  financial  crises  in  the 
past.  It  is  risky,  therefore,  at  the  present  time  to  hold  securities 
no  matter  how  safe  they  appear  to  be  because  they  will  be  seriously 
affected  by  the  industrial  collapse  that  is  bound  to  follow  the  closing 
of  the  war.  The  risk  in  regard  to  bonds  and  the  effect  that  the  war 
will  have  on  them  is  diff^^nt  because  the  bond  market  is  detei> 
mined,  not  so  much  by  the  fluctuation  in  the  relation  of  wealth  to 
value  nor  by  the  current  rate  of  profit  in  the  conununity,  as  by  the 
rate  of  interest.  A  high  rate  of  interest  results  in  a  relatively  low 
value  of  bonds  and  securities,  while  a  low  rate  of  interest  corre- 
epondingly  raises  the  value  of  stocks  and  bonds.  We  must  deter- 
PUQe  whether  the  rate  of  interest  is  cbai^^  in  a  way  that  w)]} 
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affect  the  value  of  bondB.  If  the  American  people  have  to  a  coq- 
ffldersble  degree  stopped  savli^,  a  riae  in  the  rate  of  interest  must 
take  place  in  order  to  counteract  the  growing  tendencies  toward 
inunediate  consumption. 

In  the  past,  we  have  had  three  classes  of  savers.  The  laboring 
population  has  its  saving  measured  by  the  amount  in  savings  banks. 
There  is  no  reason  to  assume  that  they  will  fall  off  in  the  immediate 
future.  The  same  I  take  it  to  be  true  of  the  large  saver — a  man 
whose  income  is  above  $5,000.  If  the  savings  of  the  wealthy  are 
decreasing,  it  is  more  likely  to  be  the  result  of  increased  taxation 
than  any  change  in  their  character  or  motives.  There  is  an  e^er- 
nesa  on  the  part  of  the  public  to  tax  this  class,  and  should  it  take 
the  form  of  income  or  inheritance  taxes,  the  savings  of  the  wealthy 
will  be  absorbed,  and  thus  limit  the  additions  to  capital  that  now 
take  place.  The  most  interesting  group  to  study  is  the  middle 
class,  those  whose  family  incomes  range  from  one  to  five  thousand 
dollars.  This  claas  has  practically  ceased  to  save  except  as  it 
affects  life  insurance  and  the  education  of  their  children.  They 
are  even  ceasing  to  own  their  homes.  The  tendency  at  the  present 
time  is  to  rent  an  apartment  rather  than  to  live  in  a  house.  The 
eager  desire  for  consumption  produces  a  pressure  upon  their  incomes 
that  causes  them  to  expend  all  they  earn. 

These  changes  may  take  a  generation  to  work  but  in  the  end 
the  normal  rate  of  interest  will  rise  from  4  to  6  per  cent.  If  this 
prediction  proves  correct,  any  person  investing  in  bonds  liaving 
many  years  to  run  wiU  lose  20  per  cent  fA  their  value  when  the  final 
payment  is  made.  It  is  probable  that  the  rate  of  interest  will 
remun  low  for  a  time,  but  all  the  more  certainly  can  we  predict 
that  a  person  thinking  of  Ms  welfare  twenty  years  from  now  will 
suffer  very  serious  losses  if  be  buys  long  term  bonds  at  present  rates. 
The  chai^  in  values  that  affects  stocks  will  be  immediate  but  tem- 
porary, while  the  changes  in  the  value  of  bonds  will  be  slow  but 
permanent. 

An  illustration  will  fix  these  facts  more  clearly.  Take  a  cor- 
poration with  an  income  of  $100,000  a  year,  $40,000  of  which  goes 
to  pay  the  interest  on  a  million  dollars  in  bonds,  while  $60,000  pays 
dividends  on  one  million  in  stocks.  Both  bonds  and  stocks  would 
be  at  par  if  the  interest  rate  were  4  per  cent  and  the  average  return 
on  iavwtments  were  6  per  cent.    If  a  rise  in  the  interest  rate  from 
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4  to  6  per  cent  occurs  and  a  corresponding  rise  in  the  return  on 
investments  increases  from  6  to  8  per  cent  the  average  profit  of 
indufltiy,  the  value  of  the  bonds  would  fall  to  $670,000  and  that  of 
the  stock  to  $750,000.  This  would  be  the  initial  loss.  When  the 
bonds  are  refunded  on  a  6  per  cent  basis,  $60,000  instead  of  $40,000 
a  yeax  must  be  paid  as  interest  on  the  new  bonds.  This  leaves  the 
stockholders  a  net  return  of  $40,000  a  year  which  on  an  8  per  cent 
basis  would  give  their  stock  a  value  of  $600,000.  The  industrial 
loss  of  a  2  per  cent  rise  in  the  rate  of  interest  can  be  estimated  as 
follows:  bonds  20  per  cent;  farm  values,  30  per  cent;  stocks,  40 
per  cent;  city  real  estate,  50  per  cent.  To  offset  these  losses  are 
the  gains  from  inventions  and  new  induskial  processes  which,  how- 
ever, everyone  must  estimate  for  himself. 

This  does  not  fix  the  real  loss  America  must  suffer.  It  is  not 
the  treaty  of  peace  that  settles  the  burden  of  the  war,  but  the  finan- 
cial adjustment  following  the  crisis  which  the  war  creates.  The 
French  did  not  pay  the  indemnity  at  the  cldse  of  the  Franco-Prus- 
sian War.  The  ownership  of  the  world's  resources  was  settled  by 
the  crisis  of  1873  with  its  destruction  of  values.  The  great  losses 
were  those  of  Germany  and  America  and  they  were  thus  the  real 
payers  of  the  war  expenses. 

It  should  be  remembered  that  at  present  America  is  getting 
nothing  but  paper  credits  for  the  enormous  export  of  food  and  arms. 
Imports  have  fallen  off  and  little  gold  is  imported.  The  financial 
crash  at  the  dose  of  the  war  alone  will  determine  the  value  of  this 
paper.  How  much  will  the  farmers  gain  from  sellii^  their  wheat 
for  an  advance  of  fifty  cents  a  bushel  if  at  the  close  of  the  war  their 
land  falls  20  per  cent  in  value?  If  two  billion  dollars'  worth  of 
securities  are  returned  in  exchange  for  food  and  war  material  while 
the  cri^  lowers  all  our  stocks  and  bonds  by  20  per  cent,  we  have 
not  only  ^ven  the  food  and  arms  to  Europe  for  nothing  but  have 
tUso  paid  a  bonus.  We  figure  out  great  profits  todt^,  but  they  are 
after  all  only  paper  promises.  Tomorrow  the  reckonii^  will  come 
and  then  the  holders  of  securities  will  bear  the  burden.  Happy 
will  be  the  man  who  has  kept  gold  in  his  own  pocket  and  has  let 
bis  confiding  neighbor  have  the  glittering  gains  the  stock  market 
offers. 
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MONEY   MARKET   AFTER   THE   WAR   IS   OVER* 

Bt  Joseph  Fbbnch  Johnson,  D.C.S., 
Sohool  of  CcHnmeroe,  Accounts  and  Fiiuiice,  New  Ycvk  UniverBity. 

When  I  promiaed  to  prepare  a  talk  on  the  probable  condition 
of  the  money  market  after  this  great  war  ia  over,  I  was  hoping 
that  I  might  get  some  light  on  the  subject  by  making  an  inquiry 
into  the  phenomena  incident  to  the  great  conflicts  of  the  last  himdred 
years.    I  regret  to  say  that  I  have  been  disappointed. 

The  historical  method  of  study,  so  far  as  I  have  been  able  to 
apply  it,  does  not  yield  either  convincing  or  illuminating  conclu- 
sions. The  worid  of  today  is  very  different  from  the  worid  in 
which  the  Napoleonic,  the  Civil  and  the  Franco-Prussian  wars  were 
staged  and  the  wars  of  later  date  did  not  call  all  Europe  to  arms 
as  the  present  war  has  done.    Comparison  is,  therefore,  difficult. 

Difficulty  of  Forecaating 

The  problem  contains  so  many  unknown  factors  that  no  scien- 
tific forecast  is  possible.  We  do  not  know,  for  instance,  how  long 
the  war  will  last,  or  which  side  will  be  victorious,  or  whether  heavy 
indemnities  will  be  exacted,  or  whether  at  the  end  the  nations  of 
the  earth  will  lessen  or  increase  their  outlays  for  the  maintenance 
and  equipment  of  navies  and  armies.  Furthermore,  we  are  uncer- 
tain as  to  the  increase  in  the  world's  stock  of  gold,  available  for 
use  as  money  during  the  next  few  years.  All  these  matters,  never- 
theless, possess  real  significance  in  relation  to  our  money  market. 

I  shall  assume  that  the  war  will  be  over  in  six  months  from 
date,  and  that  its  total  cost  measured  in  our  money  will  be  at  least 
twenty  billion  dollars.  In  this  estimate  I  include  the  extraordinary 
expenditures  which  several  neutral  nations,  such  as  Italy,  Switzer- 
land and  Holland,  have  been  forced  to  make  by  what  has  seemed 
to  them  a  most  threatening  emergency.  I  assume  also  that  at 
least  seventy-five  per  cent  of  this  vast  sum  will  have  been  raised 
'jPublished  also  by  the  Alexander  Hamilton  Inatitute, 
J3p 
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hy  the  sale  of  bonds  and  by  a  corresponding  increase  in  the  funded 
indebtedneee  of  Japan  and  Europe. 

Decrease  in  World's  Savings 

A  Belgian  statistician  estimates  that  the  people  of  the  earth 
save  about  four  billion  dollars  a  year  for  investment  purposes.  The 
higher  int«%at  rate  now  paid  for  capital  is  doubtless  tempting 
many  people  to  economize  and  increase  their  savings;  but  any  such 
increment  will  probably  be  more  than  offset  by  the  world's  lessened 
productive  capacity.  Not  only  are  many  millions  of  able-bodied 
men  engaged  in  destroying  property  and  life,  but  many  other  mil- 
lions are  out  of  employment  in  all  countries  because  there  is  no 
market  for  the  goods  they  produce.  Hence  we  are  forced  to  the 
conclusion  that  not  only  ia  the  current  addition  to  the  world's 
supply  of  loanable  investment  capital  inadequate  to  finance  the 
present  war,  but  that  the  current  saving  is  lees  than  normal. 

Egeet  on  Bond  Prices 

We  must  conclude,  further,  that  the  price  which  warring  na- 
tions must  pay  for  capital  will  continue  to  rise  throughout  the  war; 
and  it  is  even  conceivable  that,  if  the  war  should  last  another  year 
instead  of  merely  six  months,  the  interest  yield  demanded  might 
become  so  high  and  the  prices  of  government  bonds  so  low  that 
investors  would  get  exceedingly  nervous  about  the  prospects  of 
repudiation,  and  decline  to  turn  over  their  savings  to  some,  if  not 
to  all,  the  nations  at  war.  What  might  be  the  possible  effect  upon 
our  market  if  the  finish  of  the  war  were  brought  about  as  the  re- 
sult of  such  financial  exhaustion  is  a  question  which  I  do  not  CEire 
to  contemplate  at  present. 

In  any  statistical  inquiry  to  arrive  at  the  influence  which  all 
expenditures  have  upon  prices  of  bonds  and  the  rate  of  interest,  it 
is  necessary  to  take  into  account  the  effect  which  is  more  or  less  con- 
stantly exerted  by  an  appreciation  or  depreciation  of  the  monetary 
standard.  In  a  period  of  rising  prices  such  as  the  world  has  ex- 
perienced since  1807  the  general  tendency  <A  bond  prices,  other 
things  beii^  equal,  is  toward  lower  levels;  while  in  a  period  of 
falling  prices,  such  as  we  passed  through  after  the  Civil  War,  bonds 
prove  a  more  attractive  investment  and  their  prices  rise. 
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British  ConsoU  ami  Prmoua  War$ 

The  Napoleonio  ware  came  to  an  end  during  a  period  of  falling 
prices;  and  during  the  next  five  yeara,  that  is  from  1815  to  1820, 
England  waa  ransacking  the  earth  for  gold  in  order  to  place  her 
monetary  standard  upon  a  firm  basis.  In  1815  British  consols 
ranged  in  price  from  61  to  72.  In  1816  they  were  at  a  lower  level, 
the  range  bdng  53  to  65.  In  1817  and  1818  they  sold  above  80 
and  never  below  60.  In  1819  the  highest  price  was  79  and  the 
lowest  64.  Id  1820  they  fluctuated  between  65  and  70.  These 
figures  poBsesa  little  signifioanoe  for  us,  nor  does  the  fact  that  th^ 
level  is  above  the  average  of  the  quotations  for  the  last  ten  years 
of  the  war,  for  a  century  ago  corporation  bonds  were  an  almost 
n^ligible  factor  in  the  investment  market;  so  that  government 
bonds  were  not  in  competition  with  a  laige  mass  of  other  securities, 
as  they  an  at  the  present  time. 

The  year  1871  marks  the  end  of  a  decade  during  which  capital 
amounting  to  several  billions  of  dollars  was  destroyed  in  wais  in 
Europe  and  the  United  States.  But  it  was  also  a  period  of  gold 
appreciation,  which,  in  its  relation  to  security  prices,  tended  to 
offset  the  destruction  of  capital  in  the  war  and  to  make  for  a  strong 
bond  market.  As  a  matter  of  fact,  consols  were  practically  station- 
ary for  the  five  years  ending  with  1874,  but  lower  than  they  had 
been  in  1867.  In  the  latter  year  they  ranged  from  89  to  06,  whereas 
in  1874  the  range  waa  from  91  to  93.  In  1875  they  b^an  to  rise; 
after  1880  they  were  above  par  until  1889,  when  the  interest  rate 
was  reduced  from  3  per  cent  to  2.75  per  cent. 

In  the  decade  ending  with  1905  a  large  amount  of  capital  was 
wasted  in  war.  There  was  our  own  war  with  Spun,  costing  around 
a  billion  dollars.  The  Russo-Jspanese  war,  lasting  eighteen  months 
in  1904  and  1905,  is  estimated  to  have  cost  Japan  and  Russia  each 
over  one  billion  dollars.  It  cost  England  about  one  billion  dollars 
to  subdue  the  Boer  in  South  Africa  in  the  first  two  years  of  this 
century.  All  told,  it  is  probable  that  at  least  four  billion  dollata 
was  wasted  in  war  between  1898  and  1905.  This  was  extraordinary 
expenditure  over  and  above  the  sums  which  the  nations  were  al- 
ready  expending  in  the  maintenance  of  their  armaments. 

This  was  a  period  also  of  rising  prices,  as  well  as  of  heavy  war 
expenditures,  and  the  bond  market,  as  most  of  us  remember, 
was  steadily   weakening.     It  is  not  surprising,   therefore,  that 
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British  coDBolfl  declined  from  their  High-water  mark  of  113  in  1898 
to  betweea  85  and  01  in  1904,  oi  that  their  prices  have  einoe  then 
been  steadily  declining. 

I  think  we  are  justified  in  assuming  that  war  has  been  largely 
responsible  for  the  high  investment  rate  of  interest  which  capital 
has  been  able  to  command  in  all  parts  of  ths  world  during  the  last 
ten  years,  and  it  seems  inevitable  that  the  tremendous  waste  of 
cfq>itfd  now  going  on  in  Europe  must  soon  force  the  rate  of  interest 
to  such  a  hdght  that  costs  of  production  in  general  will  be  increased 
and  the  prices  of  many  of  the  necessaries  of  life  be  raised. 

Out  Home  Demand  for  Capital 

We  must  also  take  into  account  certfun  imperative  capital 
needs  in  our  own  country.  For  instance,  there  are  now  in  exi&- 
tence  at  least  half  a  billion  of  rfulway  securities  maturing  this  year. 
If  we  include  all  the  railways  in  the  United  States,  Mexico  and  Can- 
ada, it  is  a  conservative  estimate  that  they  must  raise  within  the 
next  five  years  at  least  750  million  dollars  to  take  care  of  their  obli- 
gations which  will  mature  within  that  period;  and  250  million  more 
will  be  needed  to  tEike  care  of  equipment  trust  obligations  and  pro- 
vide for  new  capital  expenditures.  In  other  words,  the  railways  in 
this  country  will  need  at  least  one  biUion  of  new  capital  during  the 
next  five  years.  How  much  will  be  needed  for  industrial  corpora- 
tions cannot,  of  course,  be  estimated,  for  their  needs  will  depend 
upon  market  conditions  which  cannot  now  be  foreseen. 

It  is  evident  that  the  real  cost  of  the  war  cfumot  be  estimated 
in  money  or  measured  by  the  sums  of  money  which  the  nations  in 
combat  will  expend.  The  war  has  blocked  the  wheels  of  industry 
in  every  country  on  the  globe.  It  has  turned  back  the  hands  ot  the 
clock  of  our  material  or  industrial  civilization.  It  is  making  us  all 
poorer  because  it  is  making  us  produce  less  and  at  the  same  time 
pay  more  for  the  satisfaction  of  our  wants. 

Credit  Inflation 

If  I  knew  that  peace  were  in  sight  and  that  its  terms  might  be 
ratified  before  the  next  snowfall,  I  believe  I  should  be  justified  in 
predicting  that  the  governments  c&  Europe,  in  order  to  help  their 
people  recover  from  the  effects  of  the  war  and  regain  their  old 
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standing  in  the  world's  markets,  would  be  as  ingenious  and  daring 
in  their  use  of  credit  as  they  have  beeo  during  the  last  eight  months 
in  their  schemes  and  devices  for  financing  the  war.  We  have  seen 
England  issue  between  two  and  three  hundred  million  of  what  we 
could  call  greenbacks,  a  legal  tender  government  currency  redeem- 
able in  gold  by  a  private  institution,  the  Bank  of  England;  further- 
more, England  has  floated  an  enormous  war  loan,  and  that  same 
bank  has  agreed  to  lend  against  this  debt,  sovereign  for  sovere^. 
Here  we  have  the  possibility  of  a  currency  and  credit  inflation  that 
would  promise  a  financial  millenium  to  any  of  our  most  ardent  ad- 
vocates of  Sat  money. 

In  France  we  find  the  same  remarkable  extension  of  credit. 
The  Bank  of  France  has  increased  its  note  issues  over  50  per  cent, 
and  cities  and  towns  throughout  France  have  put  forth  unrestricted 
issues  of  paper  money.  The  business  of  the  country,  it  seems,  is 
done  entirely  upon  credit;  the  government  bank  has  increased  its 
holdings  of  gold  until  they  now  equal  nearly  one  billion  dollars, 
but  it  is  evidently  the  policy  of  the  bank  to  hold  the  gold  of  the 
country  as  a  reserve  and  to  compel  the  transaction  of  business  with 
credit  instruments. 

In  Germany  we  find  the  same  unprecedented  use  of  credit. 
By  the  organization  of  loan  banks  throughout  the  empire  with  the 
codperation  and  assistance  of  the  government  and  the  Reichsbank, 
the  country  has  been  flooded  with  a  mass  of  paper  currency,  and 
every  man  possessing  any  kind  of  property  has  been  able  to  get 
bank  credit  for  the  support  and  furtherance  of  bis  business  or 
industry. 

Never  at  any  time  in  the  world's  history  have  the  leading  civ- 
ilized nations  of  the  earth  resorted  to  any  such  remarkable  financial 
expedients.  We  simply  do  not  know  what  the  outcome  will  be; 
but  we  do  know  that  there  is  a  chance  that  the  credit  of  one  of  these 
great  nations  may  be  stretched  to  the  breaking  point,  and  we  know 
that  a  collapse  of  credit  in  any  one  of  these  nations  means  its  defeat 
in  war. 

Government  Guaranty  of  Industrial  Securuties 

It  goes  without  saying  that  with  the  advent  of  peace  every 
possible  effort  will  be  made  by  the  people  of  Europe  to  vivify  their 
abandoned  industries  and  trade.     Of  the  three  factors  i 
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to  the  production  of  wealth,  land  aione  will  be  intact  and  undimin- 
ished. There  will  be  a  relative  decrease  in  the  supply  of  labor, 
but  this  decrease  will  not  be  so  large  or  important  as  many  people 
seem  to  imagine,  thanks  to  the  marvelous  developments  of  modern 
sui^ery  in  the  last  quarter  century.  The  really  deficient  factor  will 
be  capital.  We  may  leave  out  of  account  the  factories  and  work- 
shops that  have  been  destroyed,  and  assume  that  a  bench  or  a 
machine  is  awaiting  every  soldier  when  he  lays  aside  his  uniform. 
Nevertheless  industry  and  trade  cannot  be  resumed  on  the  old 
scale  unless  money  can  be  got  for  the  payment  of  wages  and  for  the 
purchase  of  raw  materials.  I  do  not  believe  that  this  necessary 
supply  of  capital  can  quickly  be  obtained  unless  private  induatrifd 
credit  is  reinforced  by  government  or  national  credit.  I  am  dis- 
posed, therefore,  to  predict  that  the  end  of  the  war  will  be  followed 
by  issues  of  industrial  securities  backed  by  the  direct  or  indirect 
guarantee  of  a  government.  Just  as  our  own  government  assisted  in 
the  construction  of  our  Pacific  railways,  so  I  expect  to  see  European 
governments,  in  the  not  far  distant  future,  lending  their  aid  to 
private  enterprises. 

Whence  will  come  the  money  that  will  place  Europe  indus- 
trially and  commercially  again  on  her  feet?  There  can  be  but  one 
answer  to  this  question,  for  there  is  only  one  country  with  resources 
and  wealth  great  enough  to  be  of  real  asaiataoce^and  that  country 
ia  the  United  States.  If  Europe  is  to  make  quick  recovery  from  the 
effects  of  the  war,  she  must  borrow  capital.  That  capital  will  go 
to  Europe  not  in  the  form  of  gold  but  in  the  form  of  foodstuffs  and 
raw  materials,  and  the  bulk  of  them  will  go  from  the  United  States. 
This  means,  if  I  am  right,  that  during  the  first  years  of  peace  our 
export  of  goods  will  be  abnormally  large,  and  that  we  shall 
sell  goods  mainly  on  credit:  We  shall  take  in  payment  not  gold, 
but  the  guaranteed  industrial  securities  of  European  nations, 
These  securities  will  necessarily  bear  a  high  rate  of  interest,  for 
otherwise  they  will  make  no  appeal  to  the  American  investor. 

Danger  To  The  United  States 

If  Europe  does  draw  capital  from  us,  what  is  to  become  of  our 

own  industries?    Will  our  march  of  industrial  progress  be  halted 

or  can  we,  in  some  way  that  is  without  precedent,  manage  to  convert 

^t^^k  credit  iqto  capital  and  continue  the  extension  of  our  railroads 
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and  the  enlargement  of  our  industrial  plants?  Here  we  are  entirely 
in  the  realm  of  conjecture,  for  we  have  do  idea  what  will  be  the 
temper  or  attitude  of  the  American  people  or  of  the  American 
banker.  It  is  possible,  however — nay,  I  think  it  even  probable — 
that  the  close  of  the  war  will  have  a  strong  psyohol(^cal  effect. 
The  burden  of  debt,  anxiety  and  uncertainty,  which  now  every- 
where restruns  enterprise,  will  be  lifted.  The  business  sky  will 
be  free  from  clouds.  Once  more  the  world  will  seem  eager  to  take 
our  surplus  products  at  high  prices,  and  we  shall  be  in  danger  of 
overlookii^  the  fact  that  our  best  customer,  Europe,  is  buying  with 
borrowed  money.  We  may  also  overlook  the  fact  that  European 
purchases  from  us  will  be  abnormally  large  for  not  more  than  two 
years  after  the  end  of  the  war,  and  that  thereafter  her  people  will 
practice  the  severest  economies  in  order  to  get  out  of  debt.  This 
coimtry  will  then  be  exposed  to  the  same  peril  which  destroyed  its 
temporary  prosperity  in  181S  following  the  Napoleonic  wars — 
namely,  a  flood  of  European  imports  for  sale  at  ruinous  prices. 
That,  of  course,  would  mean  panic  in  the  United  States. 

The  New  Banking  System 

I  shall  close  with  no  such  gloomy  prospect  in  view.  Fortunately, 
we  now  have  a  bankii^  system  upon  which  we  can  place  some 
reliance.  Its  power  to  protect  the  business  interests  of  the  United 
States  will  certainly  be  tested  within  two  years  after  the  war  is 
ended.  Although  it  is  not  an  ideal  system,  it  is  so  much  better  than 
anything  this  country  has  had  during  the  last  seventy-flve  years 
that  I  believe  we  may  look  to  it  with  confidence,  trusting  that  its 
managers  will  keep  business  men  fully  warned  aa  to  the  dangers 
that  threaten  them,  and  will  be  prompt  and  powerful  in  the  appli- 
cation of  measures  of  protection  and  relief. 

If  our  federal  reserve  banking  system  had  been  in  full  opera- 
tion at  the  beginning  of  last  August,  with  power  to  mobilize  our 
enormous  gold  reserve,  there  would  then  have  been  more  than  an 
even  chance  that  New  York  City  would  have  become  the  world's 
financial  center,  and  that  the  American  dollar  would  have  elbowed 
the  British  soverdgn  out  of  its  "place  in  the  sun." 

Finally,  since  it  is  so  easy  to  make  predictions  when  you  don't 
know  too  much  about  a  subject,  let  m©  call  your  attention  to  an 
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interesting  possibility,  if  not  probability.  I  have  said  that  Euro- 
peans will  come  to  us  after  capital.  They  will  get  it  by  the  offer 
to  OS  of  new  securitiee  and  by  the  resole  to  us  of  our  own  securities. 
Protests  will  go  up  from  aU  quarters  of  the  United  States,  and  I 
shall  not  be  surprised  if  societies  are  organized  for  the  protection 
of  the  American  dollar  against  foreign  greed.  But  no  tariff  or  tax 
barriers  will  prevent  an  efflux  of  capital  if  the  foreigner  only  bids 
high  enough.  So  it  is  quite  possible  that  this  war,  besides  imposing 
on  us  an  abnormal  rate  of  interest,  will  also  work  an  unlooked-for 
miracle  and  transform  the  United  States  from  a  debtor  nation  into 
the  world's  commanding  creditor  nation.  If  this  happens  it  will 
be  an  involuntary  achievement  on  our  part;  and  it  certainly  will 
not  happen  at  all  unless  the  American  people  have  a  change  of  heart 
and  cultivate  the  favor  and  good  will  <^  the  goddess  of  sane  living, 
namely,  economy. 
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CLOSE  OP  THE  WAR  AS  A  QUESTION  OF 

NATIONAL  DEFENSE 

Bt  Edward  S.  Mbad,  Ph.D., 
Wliarton  School  of  Finance  and  Commerce,  Univostjr  of  Penosylvania. 

The  financial  situation  of  the  United  States  at  the  close  and  as 
a  result  of  the  European  war  can  be  forecasted  with  a  f ^r  degree  of 
accuracy,  and  the  result  of  the  forecast  can  be  regarded  with  a  degree 
of  satisfaction.  Indeed  it  is  difficult  to  understand  the  basis  of  the 
forebodings  expressed  in  many  quarters  that  the  interests  of  the 
United  States  will  be  in  any  way  injured  in  the  process  of  world 
readjustment  which  must  follow  the  conflict.  The  probable  results 
of  the  war  upon  our  principal  competitors  have  been  set  forth  in  the 
various  papers  read  at  this  and  previous  sessions  with  substantial 
unanimity  of  opinion.  We  know  that  European  nations  will  be 
burdened  with  enormous  debts,  with  resulting  heavy  taxation  which 
must  increase  the  overhead  charges  of  industry.  We  know  that  the 
loss  in  their  working  population,  and  especially  in  their  directing  and 
executive  population,  has  already  been  severe  and  continues  to  in- 
crease. We  have  no  reason  to  expect  that  the  war  will  settle  any- 
thing except  the  endurance  of  the  fighters,  so  that  the  crushing 
burdens  of  armament  will  continue  to  be  borne. 

We  can  reasonably  expect,  moreover,  that  the  conflict,  when  it 
finally  dies,  will  leave  a  legacy  of  hatred,  of  jealousy  and  suspicion, 
among  the  waning  powers  which  will,  for  many  yean^^  interfere  with 
the  extension  and  cultivation  of  friendly  commercial  relations. 
That  the  United  States  is  certain  to  profit  from  this  situation  is 
evident.  While  no  fighter  loves  the  neutral  bystander,  at  any  rate 
he  does  not  hate  him.  The  American  manufacturer  will  have  in 
future  an  easier  time  in  competition  with  his  foreign  rivals  in  the 
markets  of  their  enemies.  No  matter  if  the  temporary  war  trade 
dies  with  the  war,  the  connections  formed  can  be  turned  to  profitable 
account  in  advancing  the  interests  of  American  export  trade. 
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Apprehensions  are  expressed  that  American  markets  will  be 
flooded  with  low  priced  European  goods  at  the  end  of  the  war. 
European  manufacturere,  with  their  regular  trade  disoi^anized,  will 
be  forced  to  invade  on  a  large  scale  the  markets  of  the  United  States. 
It  is  not,  however,  contended  that  this  situation  will  be  permanent. 
The  handicap  of  a  high  protective  tariff  still  continues  and  it  is  not 
beyond  the  bounds  of  possibility  that  the  handicap  may  be  increased 
in  the  near  future.  Certainly  a  general  European  fire  sale  after  the 
war  will  furnish  a  strong  argument  for  at  least  a  temporary  advance 
in  duties. 

The  same  answer  can  be  made  to  the  argument  that  a  flood  of 
European  laborers  will,  at  the  close  of  the  war,  endanger  the  Ameri- 
can standard  of  hving  and  lower  American  wages.  Europe's 
machinery  of  protection  is  substantially  untouched.  This  war, 
costly  to  human  life,  has  not  been  characterized  by  wholesale 
devastation  and  destruction  of  property.  Factories,  mills,  ships 
and  railroads  are  intact.  Outside  of  the  foreign  trade  of  Germany, 
industries  are  being  still  carried  on  on  a  reduced  scale.  When  the  war 
is  ended,  the  millions  of  men,  those  that  are  alive  and  whole,  will 
return  to  the  places  whence  they  came  out.  The  demand  for  labor 
will  remain,  but  the  supply,  by  wounds,  disease  and  death,  will  be 
much  reduced.  Why  the  European  laborer  should  run  away  from 
the  opportunity  of  higher  wages  and  more  assured  employment 
here  presented  to  try  the  doubtful  hazards  of  the  new  world,  even 
if  his  governments  will  let  him  rim  away,  a  most  unlikely  permission, 
has  not  been  clearly  explained. 

So  much  for  the  immediate  effects  of  the  European  war  upon 
this  country.  We  have  not  been  seriously  injured  by  war  and  the 
immediate  results  of  peace  will  not,  apparently,  work  to  our  dis- 
advantage. 

It  is  not  the  proximate,  but  the  eventual,  situation  of  the  United 
States  which  should  concern  us. 

This  war  is  not  likely  to  establish  so  great  a  preponderance  of 
intematiooal  advantage  as  to  make  future  wars  impossible.  The 
machinery,  the  organization,  the  habits  and  instincts,  the  hatreds, 
jealousies  and  envies,  the  phrases  and  the  songs  of  war  will  survive 
the  conflict.  Man  is  by  nature,  as  one  philosopher  put  it,  a  fighting 
and  quarreling  animal.  He  likes  to  fight.  He  likes  to  watch  other 
men  fight.    His  life,  if  successful,  is  a  conflict  with  his  competitors; 
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a  conflict  which  President  ^m80n  and  hia  supporters  are  doini;  thdr 
beet  to  make  permanent  by  statute  and  commisnon.  So  it  always 
has  been,  and  so,  at  least  in  the  time  of  our  grandchildren,  it  is 
likely  to  be.  Within  the  confinee  of  each  national  state,  he  fights 
according  to  rules  which  keep  the  struggle  within  certain  decent 
botinds.  But  beyond  the  intematioDal  boundary  line,  law  ceases. 
Nations  make  their  rules  as  they  go  along.  When  natjonal  advant- 
age indicates  the  time  for  war,  war  is  declared  without  wamiag,  on 
any  pretext,  and  war  is  waged  without  any  r^;ard  to  any  rule 
except  the  rule  of  ecpediency  in  the  light  of  military  advantage. 

Observe  the  present  conflict.  When  we  objectify  the  war, 
look  at  it,  if  we  can,  unbiased  1^  our  own  inherited  prejudices,  and 
unbiased  also  by  the  unconscious  thot^h  powerful  motives  of  trade 
advantage,  both  proximate  and  remote,  which  incline  us  to  the 
allies,  can  there  be  any  question  of  who  is  right,  can  there  be  any 
doubt  that  the  blame  is  shared  by  every  one  of  the  combatants? 
Ea,ch  one  entered  the  war  for  selfish  reasons  of  national  advantage, 
although  publicly,  especially  when  invoking  divine  blessings  upon 
the  respective  armies,  they  claim  for  themselves  the  loftiest  motives 
of  patriotism;  or  even  beyond  these,  they  assert  that  the  organized 
and  wholesale  murdering  in  which  they  are  engaged  is  inspired  by 
the  ptire  passion  of  international  brotherhood  and  sympathy  for 
oppressed  peoples.  Where  is  international  law?  In  the  face  of 
broken  pledges  and  torn  scraps  of  paper,  in  the  face  of  the  slaughter 
of  dviliane,  the  shelling  of  unfortified  towns,  the  attempted  star- 
vation of  great  nations,  the  forced  levies  upon  captured  cities,  the 
sinkiug  of  neutral  vessels;  what  has  become  of  the  taws  of  war? 
They  do  not  exist  except  in  times  of  peace. 

And  what  assurance  has  the  United  States  that  we  shall  be 
able,  because  of  the  friendliness  which  the  cosmopolitan  character  of 
our  population  disposes  us  to  show  to  all  nations,  to  keep  out  of 
future  conflicts?  Inevitably  the  tendencies  of  our  foreMSQ  trade, 
the  pressure  of  capital  for  investment  in  the  profitable  fields  of 
exploitation  of  Asia,  the  West  Indies,  South  America,  are  drawing 
us  into  the  international  field.  We  have  asserted  and  are  prepared 
to  muntain  a  suzerainty  over  the  coimtries  to  the  south  of  us.  At 
present  we  do  not  feel  sufficient  responsibility  to  make  the  Mexicans 
or  any  other  Latin  American  nation,  except  Cuba,  keep  the  peace. 
We  allow  them  to  settle  their  own  difficulties  in  thnr  own  way,  but 
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even  the  most  pad£o  adminiatration  in  American  history  would  not 
tolerate  meddling  in  Mexican  affairs  by  Em^pesn  powers. 

Of  course  this  policy  of  responsibility  without  duty  cannot  be 
continued.  The  commercial,  and  to  a  large  extent,  the  financial 
interests  of  the  United  States,  are  bound  up  with  the  orderly  develop- 
ment of  the  countries  to  the  south  of  us.  These  territories  form, 
with  the  United  States,  an  economic  imit  entirely  self  sufficient. 
These  Latin  American  countries  have  enormous  natural  resources. 
Th^  c^er  an  almost  untouched  field  for  industrial  and  commercial 
exploitation.  Th^  are  the  natural  field  for  American  energy  and 
enterprise.  It  is  unreasonable  to  expect  that  the  policy  immortal- 
ised by  the  late  Wiikins  Micawber  will  be  continued  by  future 
administrations;  that  United  States'  lives  and  property  will  be  left 
unprotected  while  Mexican  mob  armies,  in  the  sacred  name  of  lib- 
erty, fight  each  other  to  determine  what  set  of  plunderers  shall 
control  the  offices  and  the  graft. 

For  the  present,  it  is  true,  the  tendency  is  to  deny  to  the  in- 
vestor the  right  to  large  profits  in  the  development  of  his  own 
country,  and  when  he  goes  into  foragn  lands  with  his  money,  to 
deny  him  protection  because  he  did  not  remain  at  home.  This 
tendency,  however,  it  is  fair  to  presume,  will  be  changed  at  an  early 
date. 

A  vigorous,  sustained,  conustent  foreign  policy,  carried  on 
without  reference  to  party  politics,  or  the  fortunes  of  statesmen,  but 
with  exclusiTe  reference  to  percdved  national  advantage  is  neces- 
sary for  the  future  development  of  the  United  States.  It  is  neces- 
sary to  keep  the  ta'ade  we  now  have,  to  get  more  trade,  to  safeguard 
our  large  investments  in  certun  foreign  countries,  and  to  make  new 
investments.    All  this  means  a  vigorous  foreign  policy. 

A  vigorous  foreign  policy  will  naturally  bring  us  into  conflict 
with  the  interests  oi  foreign  nations.  Even  more  urgent  will  be 
their  pressing  into  the  ftweign  trade.  Already  their  trade  interests 
in  Asia  and  Latin  America  are  enormous  and  these  interests  will 
continue  to  grow.  It  is  altogether  likely  that  our  interests,  in  these 
undeveloped  regions,  will  clash  with  theirs.  And  when  the  clash 
comes,  if  we  are  found  unprepared;  if  anyof  our  European  or  Asiatic 
friends  of  whom  we  never  speak  publicly,  save  in  terms  of  lofty  and 
affectionate  compliment,  think  that  they  can  wrest  from  us  with 
impunity  any  of  our  poaaesuons,  we  may  be  certain,  if  the  gain  is 
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greater  than  the  haxard,  that  they  will  make  the  attempt.  The 
only  thing  that  will  restrain  them  is  the  size  of  the  haeard,  repre- 
sented by  the  army  and  navy  of  the  United  States. 

And  so  we  come  to  the  conclusion  that  the  financial  destiny 
of  the  United  States,  so  far  as  it  relates  to  the  foreign  trade,  is  bound 
up  with  the  question  of  national  defense.  No  one  ever  attacks  in 
war.  Japan  did  not  attack  Russia  in  1004.  The  South  did  not 
attack  the  North  during  the  Civil  War.  Germany  did  not  attack 
Belgium  and  France.  Attacking  is  bad  form.  The  thing  to  do  is 
to  defend,  always  remembering  the  miUtary  maxim  that  the  best 
defense  is  a  strong,  sudden,  unforeseen  attack.  So  we  will  assume 
that  the  United  States  would  never  attack  anyone,  no  matter  what 
the  provocation,  no  matter  how  vital  the  interests  involved.  We 
should,  however,  defend  ourselves  if  attacked,  and  at  present  we  are 
by  no  means  prepared  even  to  protect  our  shores  from  invasion, 
much  less  to  carry  the  war  to  our  foes. 

It  is  time  that  the  American  people — the  richest,  and  at  the 
same  time,  the  most  excitable  and  sensitive  people  in  the  world — 
should  realize  that  they  are  living  in  a  world  of  force  and  should 
make  their  preparations  accordii^Iy;  that  they  should  draw  from  the 
Scriptures  not  merely  the  mild  doctrines  of  peace,  non-resistance  and 
submission  to  wrong,  but  should  remember  that  the  same  Scriptures 
contain  the  warning,  peculiarly  applicable  to  the  United  States  at 
the  present  time,  "When  a  strong  man  armed  keepeth  his  palace, 
his  goods  are  in  peace,  but  when  a  stronger  than  he  shall  come  upon 
him,  he  taketh  from  him  his  armour  in  which  he  trusted,  and 
divideth  the  spoil." 
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THE  EFFECT  OF  THE  EUROPEAN  WAR  ON  AMfeRICAJf 
BUSINESS 

Bt  a.  B.  Lbach, 
nrendent,  Investment  Baoken  Association,  New  York  Ci^. 

The  queetion  uppermost  in  the  minds,  not  only  of  the  bankers 
but  of  the  business  people  of  this  country  today  is,  just  how  will 
the  European  war  effect  American  finance,  American  business. 
The  subject  is  so  broad  and  there  are  so  many  elements  still  unde- 
termined that  any  opinion  must  be  given  with  great  reserve.  My 
thought  is  that  the  points  best  settled  today  are : 

First.  For  a  long  term  of  years  Americans  will  not  be  able 
to  finance  new  improvements  or  developments  in  the  railway  or 
commercial  world  through  funds  obtained  from  Europe.  We  must 
finance  oiu'selves. 

Second.  As  affairs  become  more  stable,  the  rate  of  invest- 
ments, at  least  upon  government  obligations  in  Em-ope,  will  bo 
nearly  approach  the  investments  held  from  this  country,  that  there 
will  be  a  continuing  return  of  bonds  and  stocks  now  held  in  Europe. 
This  will  result  in  a  partial  extinction  of  the  indebtedness  of  our 
industries  to  Europe. 

Third.  During  the  continuance  of  the  war  and  probably  for  a 
year  or  two  afterward,  all  of  the  countries  who  have  been  at  war  will 
be  practically  upon  a  paper  basis.  Gold  will  be  principally  used  for 
exchange  between  countries,  and  as  long  as  this  continues,  money 
should  remain  cheap  for  short  terms  and  the  real  pinch  will  not 
come  until  an  effort  is  made  to  get  back  to  a  gold  basis. 

Fourth.  In  spite  of  the  best  credit  facilities,  after  the  war  it 
will  be  extremely  difficult  for  the  European  countries  to  finance  their 
oversea  trade  for  long  periods  and  on  such  liberal  terms  as  they 
have  done  in  the  past.  This  should  enable  American  merchants 
and  manufacturers  to  obtain  a  very  much  better  hold  upon  the 
South  American  and  Far  Eastern  business.  At  the  close  of  the 
war  and  the  return  of  the  men  now  in  the  armies,  a  very  large 
output  of  manufacturing  products  will  be  pushed  forward  with 
almost  unheard  of  haste  because  of  the  needs  of  these  various 
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coimtries  to  supply  goods  for  export,  and  I  believe  that  our  Amer- 
ican manufacturers  must  face  a  very  strong  competition. 

Fifth.  Out  of  these  different  cuneats  of  business  and  trade 
brought  on  by  the  war,  I  believe  that  America  is  practically  the 
only  coimtry  in  this  world  that  will  be  benefited  and  I  believe  that 
we  wili  be  very  substantially  benefited.  We  are  not  equipped 
perhaps  today  to  assume  the  first  position  in  business,  in  trade 
world-wide,  but  backed  by  the  enormous  home  consumption  and 
home  trade,  I  believe  that  the  future  for  this  country  is  brighter 
today  than  it  has  ever  been. 
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THE  MEANING  OF  NEUTRALITY 

John  Bassbtt  Moobe,> 
FMtfesor  of  International  Law,  Cotumbia  Uninnity. 

The  subject  of  American  neutrality  and  tbe  European  war  is 
one  intimate^  and  vitally  connected  with  the  histoiy  and  policy  of 
the  United  States.  One  hundred  and  twenty-two  years  ago,  or  leas 
than  five  yeara  after  the  federal  constitution  was  established,  the 
government  of  the  United  States  was  required  to  make  a  momentous 
dedsioD.  The  wars  growing  out  of  the  French  Revolution  were 
well  under  way  and  the  circle  of  oonfiict  had  just  been  rounded  out 
by  the  entrance  of  the  power  which  then  held  and  has  since  con- 
tinued to  hold  the  world's  naval  supremacy. 

Those  who  speak  in  awe-struck  whispers  of  the  problems,  grave 
though  they  be,  that  confront  us  today,  perhaps  are  not  always 
acquainted  with  the  appalling  uncertainties  and  awful  responsibili- 
ties that  rested  upon  the  statesmen  of  an  earlier  day,  who  furnished 
us  with  the  chart  and  compass  by  which  we  have  since  sailed. 
Hoarding  Europe  as  having  a  set  of  primary  interests  in  which  the 
United  States,  with  its  geographical  and  poUtical  detachment,  had 
no  direct  concern,  the  administration  of  Washington  announcedto 
the  world  that  the  United  States  would  pursue  a  neutral  course. 
The  history  of  American  diplomacy  during  the  twenty-two  years 
that  followed,  down  to  the  close  of  the  Napoleonic  wars,  is  chiefly 
concerned  with  the  efforts  of  the  United  States  to  perform  the  duties 
and  maintain  the  rights  appertaining  to  it  as  an  independent  and 
neutral  nation.  This  period  of  storm  and  stress  has  well  been 
dentoninated  the  struggle  for  neutrality,  and  in  it  were  formulated 
the  fundamental  principles  on  which  the  modem  system  of  neu- 
trality is  based.  In  the  task  of  formulation,  the  chief  part  was 
borne  by  Thomas  Jefferson,  whose  philosophic  discernment,  keen 
'  intelligence,  and  extended  learning  enabled  him  to  ^ve  to  his  work 
a  peculiar  Ic^cal  and  original  character.    What  we  call  neutrality 

■  It«maricB  M  preoding  offioer  at  the  third  aeoBion  of  the  Nineteenth  Annual 
Meeting  of  the  American  AcEtdemy  of  FoHtioal  and  Sooitd  Soienoe,  held  in 
riuhdelphia  on  April  30  and  M^  1, 191fi. 
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is  a  system  of  conduct  regulated,  not  by  the  emotions  nor  by  indi- 
vidual conceptions  of  propriety,  but  by  certain  well  defined  rules, 
and  it  is  synonymous  with  impartiality  only  in  the  aense  that  those 
rules  are  to  be  enforced  with  impartial  rigor  upon  all  belligerents. 
It  is  proper  to  advert  to  the  fact  that,  during  the  war  that  is 
now  going  on  in  Europe,  various  neutral  nations  have  issued  embar- 
goes under  which  the  exportation  of  various  articles  is  forbidden. 
These  are  commonly  interpreted,  I  think  erroneously,  as  "neutral- 
ity proclunations."  In  reality  they  are  essentially  regulations  of 
a  domestic  nature,  employed  for  the  purpose  of  preserving  a  proper 
supply  of  articles,  including  even  arms  and  munitions  of  war,  in  the 
countries  concerned. 
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THE  NEUTRALITY  RULES  ADOPTED  BY  BRAZIL 

Bt  Hib  Excbllenct,  the  Brazilian  Akbasbadob, 
Sbnbob  Dom  Dohicio  Da  Gaha. 

I  crave  your  indulgence  for  a  brief  presentation  of  the  rules 
adopted  to  define,  secure  and  maintain  the  neutrality  of  Brazil  in 
the  present  European  war.  I  will  not  undertake  a  detailed  dis- 
cussion of  them;  I  only  desire  to  call  your  attention  to  them  as  a 
contribution  towards  the  maintenance  of  friendly  relations  between 
belligerents  and  s  country  not  involved  in  the  war.  The  observ- 
ance of  these  rules,  which  was  announced  at  the  begioning  of  the 
war,  seems  to  have  been  approved  by  the  belligerents,  and  particu- 
larly by  one  of  them,  which  has  gone  so  far  as  to  propose  that  ihey 
be  taken  as  an  example  elsewhere.  But  the  fact  that  the  rules 
wisely  adopted  by  Braeil  in  matters  of  neutrality  could  not  be  fol- 
lowed by  others  is  another  proof  that  international  problems  have 
to  be  treated  according  to  internal  conditions,  and  their  solution 
subordinated  to  national  conveniences.  "  For  geographical  reasons' ' 
was  a  rather  elegant  phrase  lately  used  in  the  declination  of  official 
invitations  to  cooperate  in  defensive  actions  of  govemment.  This 
is  a  new  proof  of  the  fact  that,  in  some  cases  and  particularly  in 
those  involving  responsibility,  governments  may  feel  safer  in  acting 
alone  than  in  finding  themselves  in  good  company. 

I  am  prepared  to  admit  that  reflections  such  as  these  may 
serve  to  cool  the  generous  enthusiasm  of  the  honest  preachers  of 
international  solidarity;  nor  should  I  wish  to  appear  to  be  sarcastic 
as  I  credit  philanthropy  with  taking  the  initiative  in  the  improve- 
ment of  international  relations.  And  I  also  recognize  that  optimism 
is  at  the  basis  of  every  constructive  work,  and  should  be  an  alto- 
gether good  thing.  But  we  must  also  know  that  virtue  among 
nations  has  not  reached  such  a  pitch  as  to  justify  the  belief  in  an 
international  society  of  nations,  ruled  by  the  same  restraining,  vir- 
tuous, moral  principles  that  preside  over  the  relations  of  individuals 
livii^  in  society.  We  are  well  acquainted  with  lessons  of  history 
which  not  only  sadden  our  hearts  and  darken  our  minds  with  th 
tragedies  of  ambition,  both  in  individuals  and  in  nations,  but  which 
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also  teach  ua  that  optimism,  especially  in  the  sense  of  undue  aelf- 
confidence,  may  hurry  us  on  to  grave  catastrophes.  We  are  all 
thinking  of  the  present  war — this  war,  that  none  of  us  would  like 
to  be  responsible  for;  this,  to  the  cool-minded  man,  suicidal  war, 
was  rendered  possible  by  optimism  in  that  sense.  Some  good 
people,  honestly  believing  that  they  had  grievances  to  redress,  felt 
that  all  they  had  to  do  was  to  start  and  strike  at  those  who  stood 
in  the  way,  and  that  they  would  get  their  due  for  being  brave  and 
strong  and  having  confidence  in  themselves.  And  they  went  out 
and  struck  and  have  been  striking  ever  since,  but  cannot  yet  say 
when  the  fighting  mil  cease,  because  there  are  others  in  the  way, 
equally  brave  and  stroi^  and  self-confident.  The  lesson  of  this 
tragic  mistake  cannot  destroy  the  hope  that  is  immortal  in  the 
heart  of  men,  hope  for  better  times  when  peace  will  rule  the  world; 
but  it  may  warn  us  against  the  dangers  of  miscalculation  through 
optimism  and,  if  some  good  may  arise  from  so  much  evil,  it  will 
come  through  fear — which  in  many  respects  is  the  beginning  of 
wisdom — fear  that  we  are  not  safe,  that  we  are  not  sufficiently 
protected  by  our  overestimated  and  over-trusted  civilization. 

Rules  of  neutrality  appear  as  a  consequence  of  the  salutary 
fear  of  entanglements  and  complications  with  other  peoples'  troubles. 
These  rules  are  rather  precarious,  being  based  on  precedents  or,  more 
exactly,  upon  the  respect  of  the  belligerents,  a  respect  that  may 
naturally  diminish  as  it  comes  to  conflict  with  the  needs  of  war. 
When  the  rules  are  violated,  protests  are  promptly  made,  explana- 
tions and  excuses  follow,  for  the  sake  of  international  good  feeling; 
and  the  history  of  violations  of  neutrality  is  augmented  by  another 
page  on  which  is  specially  recorded  yet  another  incident  coimected 
with  the  solving  by  arms  of  the  conflicts  between  nations. 

For  this,  among  other  reasons,  neutrality  suffers  a  certain  dis- 
paragement in  the  minds  of  plain  people,  not  to  say  of  belligerents. 
Nor  are  we  neutrals  credited  with  absolute  impartiality  before  the 
struggle,  and,  although  "  the  state  of  neutrality  avoids  all  conmdera- 
tion  of  the  merits  of  the  contest,"  it  cannot  go  so  far  as  to  sincerely 
"rec<^mze  the  cause  of  both  parties  to  the  contest  as  just,"  unless 
a  man  has  arrived  at  that  degree  of  cynicism  in  which  all  human 
ambitions  and  strifes  appear  as  mere  foolishness.  From  the  av^age 
man,  even  from  professors  of  international  law,  hardly  can  we 
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Kcpect  such  unearthly  detachment  as  to  preclude  sympathy  in  the 
decifliona  of  absolute  justice. 

There  is  nothing  to  prevent  us  as  individuals  from  making  a 
choice.  We  are  free  to  have  preferences,  to  take  sides,  if  only 
morally,  in  a  contest  of  such  magnitude  and  far-reaching  conse- 
quences. This  is  our  personal  right  and  almost  bounden  duty. 
Where  pohtical  reasons  intervene  it  is  in  not  showing  our  prefer- 
ences, in  expressing  opinions  and  sentiments  that  might  carry  a 
moral  weight  in  favor  of  one  of  the  contending  parties ;  and  such  a 
reservedness,  amounting  to  more  than  usual  discretion  and  pro- 
priety in  social  relations,  is  not  obtainable  without  much  care  and 
a  real  effort  on  the  part  of  the  governments. 

Now,  there  seems  to  be  no  real  reciprocity  on  the  part  of  the 
belligerents  for  such  a  condderation  from  the  neutral.  Enemies 
are  sometimes  shown  courtesies  that  are  omitted  with  friends  that 
are  neutral,  and  this  is  perhaps  because  they  are  neutral,  that  is  to 
say,  friendly  to  the  other  party  also.  If  it  is  true  that  the  friends 
of  our  friends  are  not  always  our  friends,  the  friends  of  our  enemies 
may  easily  be  found  to  be  our  enemies;  or,  at  least  they  cannot  be 
of  the  best  we  may  have  in  matter  of  friends.  Oh  I  it  is  a  poor 
friendship, — the  one  which  simply  reads  as  the  contrary  of  enmity. 
It  goes  by  degrees  and  has  restrictions  and  wears  out  at  the  first 
and  lightest  friction,  as  a  label  of  no  consequence  upon  a  bottle  of 
doubtful  wine. 

This  is  what  we  imagine  belligerents  feel  about  neutraUty,  if 
they  do  not  really  express  themselves  so  clearly  about  it.  And  the 
mortification  of  being  under  susincion  is  thus  added  to  the  worries 
and  cares  of  the  neutrals  in  their  dealing  with  the  special  utuation 
created  by  an  international  war;  a  situation  which  should  prevent 
nations  from  armed  conflicts,  if  the  memory  of  past  sufferings  could 
appear  as  vivid  in  our  mind  at  the  critical  moment;  which  at  all 
events  could  be  considerably  improved  if  the  interests  of  the  neu- 
tral were  properly  taken  into  conmderation  and  their  rights  clearly 
defined  and  respected  by  belligerents.  A  movement  in  this  sense 
was  initiated  last  year  by  the  governments  represented  at  the  Pan 
American  Union.  A  committee  of  study  was  appointed,  which  has 
been  working  steadily  and  has  already  nearly  completed  its  report, 
and  the  nations  of  our  continent,  taken  by  surprise  and  finding  it 
difficult  to  le^slate  in  time  of  war  without  affecting  positions  ao- 
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quired  and  advantages  gained  by  one  or  other  of  the  belligerents, 
prepare  themeelvea  to  codify  the  rules  of  neutrality  that  may  be 
adopted  in  common  and  will  in  future  conflicte  serve  the  interests 
of  peace  without  interfering  with  the  contest.  I  am  not  authorized 
to  speak  about  this  preliminary  work,  which  has  still  to  be  sub- 
mitted to  the  consideration  of  our  governments,  unless  it  is  to  say 
that  it  was  conducted  upon  the  most  liberal  principles.  The 
Branlian  rules  of  neutrality  given  in  full  in  the  footnote '  were  among 
the  elements  that  were  considered  by  the  sub-committee  in  charge 
of  this  codification.  And  from  them,  because  so  much  has  been  said 
about  the  exportation  of  arms  and  ammunitions  of  war  to  bellig- 
erents, I  select  two  articles  which  read : 

AxT.  4th.  The  exportation  of  anna  and  ammunitiona  of  war  from  BmQ 
to  any  port  of  the  belligeroit  nations  under  the  Bnuilian  flag,  or  that  of  any 
other  nation,  is  absolutely  forbidden. 

Aht.  Gth.  The  atatee  of  the  Union  and  their  agenta  are  not  permitted  to 
export  or  to  participate  in  expcnting  any  kind  of  war  material  for  any  of  the  bellig- 
erentg,  severally  or  collectively. 

These  rules  are  not  new.  The  first  of  them  was  promulgated 
by  the  Minister  of  Foreign  Affairs  of  Brazil  on  April  29,  1896,  on 
the  occasion  of  the  war  between  the  United  States  and  Spain.  The 
second  is  an  extension  of  the  first,  and  affirms  the  authority  of  the 
federal  government  on  an  internatiooal  matter. 

Lately  a  circular  dispatch  dated  February  22  of  this  year  was 
sent  by  the  Minister  of  Foreign  Affairs  to  the  Brarilian  Embassies 
and  Legations,  saying  that: 

According  to  our  law,  that  followa  in  this  the  principlee  of  oommereial  law 
common  to  all  civiiiied  nations,  the  commercial  aseociationB  eatablisbed  and 
operating  in  the  country  and  registered  in  the  Bmsilian  boards  of  trade  are  con- 
sidered as  Braiilian  irrespective  of  the  nationality  of  their  individual  members. 
Although  this  may  bring  as  a  consequence  a  difference  between  the  juridic  per- 
sonality of  these  societies  and  that  of  their  membere,  the  Brazilian  government  will 
not  give  its  support  to  the  claims  made  by  commercial  societies  composed  <rf  for- 
eign members,  against  acts  of  any  of  the  belligerent  nations,  until  and  when, 
having  duly  examined  the  facts  and  carefully  considered  the  circumstancea,  it 
will  be  convinced,  not  only  that  the  claim  is  absolutely  well  founded,  but  also 
that  it  is  free  from  any  political  objects.  It  is  the  aim  of  the  government  vt 
Braiil  to  see  by  this  decision  that  a  juridic  principle  true  and  useful  in  time  <rf 
peace,  may  not  be  diverted  from  its  nuwal  purposes  of  tutelage  and  organiutiwi 
BO  as  to  ixmx  acts  not  consistent  with  the  neutrality  that  Biaii!  has  so  rigwously 
maintained.     (Signed)  Lauro  MQller. 

>  For  General  Rules  of  NeutnUty  see  following  pages. 
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Everything  points  to  the  practical  wisdom  of  these  rules. 
They  have  proved  aatisfactory  so  far,  but  I  am  not  aware  of  their- 
being  put  to  a  test.  It  was  aot  so  long  ago  when  the  papers  re- 
ported that  reply  of  the  commander  of  a  British  squadron  to  the 
captain  of  the  enemy  warship,  who  claimed  the  right  of  asylum  in 
neutral  waters:  "I  have  to  sink  you  first:  diplomacy  will  settle 
the  matter  afterwards."  Brazilian  diplomacy  has  not  been  settling 
questions  of  violation  of  neutrality  in  our  territorial  waters. 

GENERAL  RULES  OF  NEUTRALITY 

Art.  Ist — National  and  foreign  residents  in  the  United  States  of  Bnuil  must 
sbstain  from  any  participation  in  aid  of  the  belligerents  or  any  aot  that  may  be 
ideemed  hostile  to  one  of  the  nations  at  war. 

Abt.  2nd — The  beU^erents  are  not  allowed  to  promote  in  Bnuil  the  enliat- 
mcnt  of  their  natiiHialB,  or  of  BraziliaQ  citizens,  or  of  subjects  of  other  nations,  for 
sorice  in  their  forces  on  land  or  sea. 

Akf.  3rd — The  govemment  of  BibnI  does  not  consent  that  privKteers  be 
anned  and  equipped  in  the  ports  of  the  Republic. 

Abt.  4th — The  exportation  of  arms  and  ammunitions  of  war  from  Br&iil  to 
any  port  of  the  belligerent  nations,  under  the  Braiilian  flag,  or  that  of  any  other 
nation,  is  absolutely  forbidden. 

Abt.  5th — -The  states  of  the  Union  and  their  agents  are  not  permitted  to  ex- 
port or  to  participate  in  exporting  any  kind  of  war  material  for  any  of  the  bellign^ 
ents,  seveivlly  or  coUectively. 

Abt,  0th — A  belliger^t  is  not  permitted  to  have  a  naval  base  of  opoAtions 
against  the  enemy  at  any  point  in  the  littoral  of  Biaiil  or  its  territorial  waters, 
not  to  have  in  said  waters  wireless  telegraph  stations  to  communicate  with,  bellig- 
erent forces  in  the  theatre  of  the  war. 

Abt.  Tth— In  case  the  military  operations  or  the  sea-ports  of  any  of  the  bellig- 
erents are  situated  at  less  than  twelve  days  from  the  United  States  of  Braiil, 
reckoning  travel  at  twenty-three  miles  an  hour,  no  warship  of  the  other  belliger- 
mt  or  belligerents  will  be  allowed  to  stay  in  Brazilian  ports,  horbois  or  roadsteads 
longer  than  twenty-four  hours,  except  in  case  of  ships  putting  in  on  account  <tf 
urgent  need. 

The  case  of  urgent  need  justifies  the  staying  of  the  warship  or  privateer  at 
the  pcnrt  longer  than  tweaty-four  hours; 

1.  If  the  repairs  needed  to  render  the  ship  seaworthy  cannot  be  made  within 
that  time: 

2.  In  case  <rf  serious  danger  on  account  of  stress  of  weather; 

3.  When  thieatened  by  some  en^ny  craft  cruiung  oS  the  port  of  lefUge. 
Iheae  three  circumstances  wiU  be  taken  into  consideration  by  the  govern- 
ment in  granting  a  delay  for  the  refugee  ship. 

Abt.  Sth — If  the  distance  from  the  Brazilian  port,  harbor  or  roadstead  of 
refuge  to  the  next  point  of  Uie  littwal  <A  the  enemy  is  greater  Uum  twelve  days' 
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nil,  the  duifttum  of  the  itay  of  the  refugee  ship  or  shipa  of  war  in  the  I 
mten  will  be  left  to  the  detenoinatKn  of  the  govenunent,  acting  aooording  to 


Abt.  Hh — Reganlleas  of  the  diotanoe  between  the  Braiilian  porU  and  the 
[xinoipal  field  of  military  operations  or  between  the  Braiilian  porta  and  thoM  of 
one  of  the  belligramt  countiiee,  priTateera  wiB  not  be  allowed  to  stay  in  porta, 
harbors  or  tentorial  waters  of  Bmiil  longer  than  twenty-four  hours,  except  in  the 
three  cases  mentioned  in  Art.  7tli. 

Abt.  lOth — The  rules  est&blished  by  Articles  Nos.  7  and  8  for  the  limitation 
of  tbe  stay  <rf  ships  in  the  ports,  hartxsa  and  territorial  waters  of  Brasil  do  not 
apply  to  ships  oi  war  ooeupied  in  scientific,  religious  or  iriiilanthropio  miMJOPB, 
nor  to  hospital  ships. 

Abt.  Uth — Any  act  of  war,  including  capture  and  the  exercise  of  the  right 
of  visit,  by  »  belligerent  warship  in  temtt^al  waten  of  Bnuil  constitutes  a  nida- 
tion of  the  neutrality  and  offends  the  sovereignty  of  the  Republic. 

Besides  due  leparatitai,  the  government  of  the  Republic  will  demand  the 
release  by  tiie  belligoent  government  or  government  of  the  vessels  cultured, 
with  their  officers  and  orew,  if  such  captured  vessels  are  already  beyond  the  juris- 
dictional water  of  Brasil  and  immediate  reioessiao  of  the  abuse  committed. 

AxT.  12th— Onoe  war  Is  declared,  the  federal  gov«tmnent  wilt  prcvmt,  by  all 
meana,  Oie  fitttng  out,  equiiq^Dg  uid  arming  of  any  vcasel  that  mi^  be  auqiected 
of  inttnding  to  go  iwivatearing  or  othcnrise  engaging  in  hostilities  against  tma  of 
the  beUigBraits.  The  government  will  be  equally  oardul  in  preventing  the  suHng 
from  the  BraiQian  territ(»y  of  any  vessel  there  adapted  to  be  used  as  a  warahip 
in  hostile  operaticos. 

AxT.  lSth~The  belligerent  waiships  are  allowed  to  repair  tlieir  damagw  in 
the  ports  and  harbcHB  of  Brasil  only  to  the  extent  of  r«id^ing  them  seaworthy, 
without  in  any  wise  augmenting  their  military  powa. 

Tin  BrasOian  naval  authorities  will  ascertain  the  nature  and  extoit  of  the 
pntper  repairs,  which  shall  be  made  as  promptly  as  posaibie. 

Abt.  14th — The  aforesaid  ships  may  take  supplisB  in  Braiilian  ports  and 
harbors: 

1.  To  make  up  their  usual  stock  cA  food  su^^iUea  as  in  tinw  of  peace; 

2.  To  take  fuel  enough  to  reach  their  next  honM  port  or  eomidete  the  filling 
fd  their  ooat-bunkeis  proper. 

Abt.  ISth — The  bellignent  warships  that  take  fuel  in  a  Braiilian  port  wiQ 
not  be  allowed  to  renew  their  supplies  in  the  same  or  otias  Braiilian  pact  before 
three  months  have  elapsed  since  their  next-previous  supply. 

Abt.  IStb— Belligerent  ships  are  not  allowed  to  increase  their  aimamoit, 
mifitaiy  equipment  or  crews  in  Uie  ports,  harbors  or  terrilfsial  waters  of  foanL 
lliey  may  claim  the  services  of  the  national  pilots. 

Abt.  17th— The  neutrality  of  Braiil  is  not  affected  by  the  mere  jinnwign 
through  its  territCHial  waters  of  belligerent  wanhipe  and  their  i«iiee. 

Abt.  18th — If  warships  of  two  belligerenta  happen  to  be  together  in  a  Biasil- 
ian  port  or  harbor,  an  interval  of  twenty-four  hours  shall  elapse  between  the  sail- 
ing of  ooe  of  tltem  and  (lie  sailing  of  hw  oiemy,  if  both  are  steamera.  If  the  first 
to  sail  is  a  sailing  veesd  and  the  next  btingan  enemy  is  a  steamer,  three  days'  ad- 
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TUioe  win  be  pven  to  the  fint  belliger«it  ship.  Tbeir  time  of  sailiiig  will  be 
OCMmt«d  from  their  reepective  EiniT&lB,  exoeptions  being  made  for  the  casea  in 
irtiioh  a  prolongation  of  atay  ma^  be  granted.  A  belligerent  ship  of  war  cannot 
ksTB  a  Braailian  port  befwe  the  departure  of  a  merchant  ship  under  ut  enemjr 
flag,  but  most  req>oct  the  aforaaaid  ivorinons  oonoeining  the  intervals  of  d»- 
parture  between  ateamen  and  Huling  Teeaeb. 

Abt.  10th— If  a  bdfigerent  wafship  having  roeeived  due  notioe  from  the  coro- 
petent  local  authority  doea  not  leave  ttte  Branlian  port  where  her  stay  would  be 
unlawful,  the  fMeml  govemmeot  will  take  the  neoeenry  mcaaumi  to  prevent  her 
ailing  during  the  war. 

(a)  Hm  officer  in  command  of  a  ship  of  war  flying  the  flag  of  a  nation  having 
ratified  the  I8th  convention  of  The  Hague,  October  17,  1907,  or  having  adhered 
to  it  afterwards,  is  under  obligation  to  facilitate  the  executioo  of  thoae  measureB. 

(b)  If  a  oommandant  of  a  belligerent  ship  refusee  to  comply  with  the  notioe 
noeiTed,  for  acnne  reason  nonapphcable,  or  tar  lack  of  adhesion  to  that  and  other 
dansci  of  said  convention  of  The  Hague,  the  federal  government  will  oonunand  the 
naval  and  miUtaty  authoritiee  of  the  Republic  to  use  fwoe  to  prevent  the  violation 
of  Braailian  nentiality. 

(o)  A  belligerent  ship  being  detained  in  Brasil,  her  officers  and  crew  shall  be 
detained  with  her. 

(d)  The  officers  and  men  thus  detained  may  have  their  quarters  in  another 
ship  or  in  some  place  ashore,  to  be  under  the  reetrietive  measures  tliat  are  advia- 
aUe,  keeping  aboard  the  warship  the  men  necessary  to  her  upkeep.  The  officers 
may  have  thdr  freedom,  under  written  pledge,  on  their  word  of  honor,  not  to 
leave  the  place  ataigned  to  them  in  Braiilian  territory  without  authorisation  from 
the  minister  of  the  navy. 

Abt.  20th — The  captures  made  by  a  belligerent  may  only  be  brought  to  a 
Brasilian  port  in  case  of  unseaworUiinees,  stress  of  weather,  lack  of  fuel  or  food 
provisions,  and  also  under  the  conditions  provided  hereinbelow  in  Article  21st. 

The  prise  must  depart  as  soon  as  the  cause  or  causes  of  her  arrival  cease. 
Fwling  Uiat  departure,  the  Braailian  authority  will  notify  the  commander  of  the 
prise  to  leave  at  once,  and,  if  not  obeyed,  will  take  the  necessary  measuree  to  have 
the  ptixe  released  with  her  officers  and  crew,  and  to  intern  tlie  prii»«rew  placed 
on  board  by  the  captor. 

Any  [Mue  entering  a  BtaaQian  port  or  harbor,  except  under  the  aforesud 
four  conditions,  will  be  likewise  released. 

Art.  2lBt — Prises  may  be  admitted  that  are  brought,  under  convoy  (v  not, 
to  a  Brazilian  port,  to  be  placed  under  custody  pending  the  decision  of  the  com- 
petent prise-court.  The  prise  may  be  sent  by  the  local  authority  to  some  other 
Braailian  port.  If  she  is  convoyed  by  a  warship,  the  officers  and  priw-ciew  put 
aboard  by  the  captor  may  return  to  the  warship.  If  she  sails  alone,  the  prise- 
craw  put  aboard  by  the  captor  is  left  at  liberty. 

Abt.  22nd — Belligerent  warships  that  are  chased  by  the  enemy,  and,  avoid- 
ing attack,  seek  refuge  in  a  Bracilian  port,  will  be  detained  thtiK  and  disarmed. 
But  tiiey  will  be  allowed  to  go  if  their  officers  in  command  take  the  pledge  of  not 
engaging  themselves  in  war  operations. 

Art.  23rd— No  prise  will  be  sold  in  Brasil  beftoe  the  validity  of  her  csptun 
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is  recogniied  by  the  competent  court  in  the  country  of  the  captor.    Nor  is  the 
captor  allowed  to  dispose  in  Braiil  of  the  goods  in  bis  pooseMion  as  tt  result  of  the 

AiiT.  24th — From  the  officers  in  command  of  naval  forces  or  warahipa  eaUing 
at  Btaiilian  porta  for  repairs,  or  supplies,  a  written  declaration  will  be  required 
that  they  will  not  capture  merchant  ships  under  their  adversary's  flag,  even  out- 
side tenitorial  waters  of  Braiil,  if  met  between  30  d^rees  hong.  W.  Greenwich, 
the  parallel  of  4  degrees,  30  minutes  N.  and  that  of  30  degrees  8.,  when  these  mer- 
chant ships  have  taken  cargo  in  Brazilian  ports  or  are  bringing  cargo  to  the  same. 

Abt.  26th— Belligerents  cannot  receive  in  Braiilian  ports  goods  sent  directly 
to  them  in  ships  of  any  nation,  since  this  would  mean  that  the  warships  did  not 
put  in  in  a  case  of  urgent  need,  but  intended  to  cruise  in  these  waters.  To  tolerate 
snc^  an  abuse  would  amount  to  allowing  Br&sihon  ports  to  be  used  as  a  base  ot 
military  operations. 

Abt.  26th — Belligerent  warships  admitted  into  the  ports  and  harbors  ttf 
Biaiil  shall  remain  in  the  places  to  them  assigned  by  the  local  authorities,  per- 
fectly quiet  and  in  peace  with  the  other  ships,  even  with  the  warships  of  othra- 
belligerenta. 

Akt.  27tii — The  Braiilian  military,  naval,  fiscal  and  police  authorities  will 
exercise  the  greatest  care  to  prevent  the  violation  of  the  aforesaid  measures  in  the 
territorial  waters  of  the  Republic. 

Department  of  State  for  Foreign  Relations,  Rio  de  Janeiro,  August  4th,  1914. 
Fbedebico  AnfoNso  de  Carvalbo. 

Decade  No.  11,141  or  SEPTEBtBEH  9th,  1014,  Couplktino  the  Rut^e  op  Neo- 
TRAUTT  AppROVEn  BT  Degree  No.  11,037  or  ATTOusT4th,  Abbogatebthe 
Last  Pabt  op  the  22nd  Akticlb  or  thb  Same  Decree 
The  President  of  the  Republic  of  the  United  Stat«s  of  Brasil 
Resolves  to  incorporate  into  the  Decree  No.  11,037  of  the  4tb  of  August  ul- 
timo the  following  rules: 

Art.  Ist — No  merehant  ship  will  be  allowed  to  sail  from  a  Brazilian  port 
without  a  previous  declaration  from  the  consular  agent  of  her  nation,  stating  the 
ports  of  call  and  destination  of  said  ship,  with  an  aasurance  that  she  is  employed 
only  on  commercial  business. 

Art.  2nd — In  case  it  will  be  known,  by  the  length  of  her  voyage  or  the  route 
of  her  sailing,  that  a  ship  sailing  from  a  Brazilian  port  went  to  other  ports  than 
those  declared  in  her  statement,  and  she  returns  to  Brazil,  she  wil!  be  detained  by 
the  Brazilian  naval  authorities  to  be  considered  as  belonging  to  the  fleet  of  WKI-., 
of  her  nation  and  as  such  submitted  to  the  dispositions  of  Article  19th  of  the  De- 
cree No.  11,037  of  August  4,  1914. 

Art.  3rd— Abrogates  the  last  clause  of  Article  22nd  of  the  rules  approved  by 
Decree  No.  11,037  of  the  4th  of  August,  1014. 
Rio  de  Janeiro,  September  9th,  1914. 

Hbrweb  da  Fonseca. 
[.AURO  MiJu'it. 
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NEUTRAL  RIGHTS  AND  OBLIGATIONS  OF  AMERICAN 
REPUBLICS 

By  Paul  Fdijjib, 
New  York  City. 

The  fortunate  isolation  of  our  hemisphere  from  the  turmoils 
and  political  rivalries  of  the  eastern  world  has,  with  a  few  notable 
exceptions,  hitherto  made  our  neutral  obligations  easy  and  our 
neutral  rights  safe. 

The  present  war,  with  its  new  methods,  its  novel  and  destruct- 
ive enginery,  its  wide  scope,  has  brought  forward  with  some  sharp- 
ness the  limits  of  our  obligations  and  the  need  for  defining  our 
rights. 

Materials  hitherto  innocent,  and  now  adapted  to  warfare,  to 
the  manufacture  of  explosives  and  asphyxiating  gases,  to  the  con- 
struction of  aeroplanes,  have  made  unexpected  additions  to  contra- 
band; the  scale  and  magnitude  of  warlike  operations  have  made 
endurance  the  vital,  rather  than  an  incidental,  element  in  the  ulti- 
mate outcome,  and  have  brought  foodstuffs  into  the  forbidden  circle; 
the  aircraft  threatens  the  humane  limitation  that  hitherto  kept 
undefended  towns  and  their  non-combatant  [Wpulation  safe  from 
bombardment;  the  submarine,  with  the  floating  mine,  while  sub- 
vertii^  the  character  of  blockade  and  demonstrating  the  Inade- 
quacy of  its  prior  limitations,  makes  restricted  navigability  the  plea 
to  justify  the  disregard  of  neutral  flags  and  of  non-combatants,  and 
threatens  to  convert  the  restricted  right  of  search  and  seizure  into 
a  right  of  destruction  without  warning.  The  predominance  of  sea 
power  is  met  by  the  converted  cruiser  roaming  the  western  and 
eastern  oceans  in  search  of  unarmed  and  peaceful  ships  of  commerce, 
recalling  and  surpassing  the  palmiest  days  of  the  universally  dis- 
carded and  rejected  privateer. 

The  time  is  opportune  to  define  and  to  emphasize  the  protection 
due  to  neutral  interests,  and  it  behooves  all  neutrals  to  unite  in 
every  effort  to  minimize  the  dangers  and  the  injuries  arising  from 
these  changes  in  modern  warfare. 

I  should  be  sorry,  in  pleading  for  the  rights  of  neutrals,  to  show 
166 
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any  lack  of  sympathy  witb  the  stress  and  strain  that  war  brings  upon 
bellig^-entB,  or  to  minimize  those  perils  and  that  anguish  of  war 
which  justify  offensive  and  defensive  measures,  of  necessity  involv- 
iog  considerable  interference  with  the  normal  commerce  of  neutral 
countries.  This  recognition,  however,  must  be  reconciled  with  the 
proper  consideration  for  the  industrial  and  commercial  life  of  those 
who  have  no  part  in  the  unfortunate  conflict,  and  ate  not  to  be  held 
responsible  for  its  inception.  And  there  should  be  no  especial 
difficulty  in  establishing  rules  for  the  protection  of  our  western 
hemisphere,  hitherto  considered  so  safely  distant  from  the  dangers 
of  European  wars.  The  great  concern  of  belligerenta,  even  among 
many  of  those  of  today,  has  been,  as  it  always  should  be,  to  cir- 
cumscribe  the  area  of  any  unavoidable  conflict.  In  this  design, 
wiiich  has  so  lamentably  f^ed  on  the  present  occasion,  belligerents 
would  be  greatly  aided  to  their  own  relief,  as  well  as  to  the  benefit 
of  the  world,  by  the  joint  codperation  of  all  neutrals. 

It  is  a  satisfaction,  in  discussing  this  question  before  the  Amer- 
ican Academy  of  Political  and  Social  Science,  to  recall  the  initiative 
taken  by  our  South  American  brethren  on  the  same  subject  at  the 
session  of  the  Pan-American  Union  in  December  last  (1914).  On 
that  occasion  the  distinguished  representative  of  the  Argentine 
Republic  moved  the  formation  of  a  committee  of  nine  members, 
which  should  study  the  new  problems  of  international  law  arising 
from  the  present  war,  and  submit  such  suggestions  as  should 
seem  to  be  for  the  common  interest.  It  was  noted  that  the  new 
problems  arising  were  of  interest  to  the  whole  civilized  world;  that 
tbe  methods  of  warfare  now  in  vogue  were  such  as  to  threaten  grave 
injury  to  neutrals;  and  that  a  precise  definition  of  those  rights,  in 
view  of  the  new  contingencies,  was  urgently  called  for;  to  the  end 
that  the  freedom  of  commerce  should  not  be  infringed  upon  beyond 
the  limit  absolutely  requisite  for  the  military  operations  of  the 
belligerents.  The  committee  was  formed,  with  our  own  secretary 
of  state  as  chairman,  and  the  ambassadors  of  Bnuil,  Chili  and 
Argentina,  and  the  ministers  of  Uruguay,  Peru,  Honduras,  Ecuador 
and  Cuba,  as  members.  No  more  timely  a  task  could  be  under- 
taken, I  venture  to  say,  under  the  lead  of  this  Academy  than  to 
awaken  the  widest  interest  in  the  propositions  there  made,  and  in 
the  forthcoming  work  of  the  committee  there  appointed.  It  u  an 
opportunity,  moreover,  in  secondii^  tbe  initiative  of  our  southern 
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t^ethres,  to  thus  ^ve  tbem  a  formal  assurance  of  the  coQperation 
whicli  they  may  always  expect  from  ub  in  any  movement  which  may 
testify  to  our  solidarity  in  all  that  can  help  towards  good  govermnent 
and  towards  just  and  equitable  international  relations;  and  at  the 
same  time  to  forward  the  immediate  purpose  of  defiiiing  clearly  the 
limitation  of  the  privil^es  accorded  to  belligerents  and  framing  an 
equally  clear  definition  of  the  rights  of  neutrals  in  wiu-  times.  We 
cannot  do  better  than  to  join  hands  with  our  sister  republics  to  the 
south  in  helping  to  establish  these  new  rules,  and  with  them,  broader 
privileges  for  the  neutrality  of  this  hemisphere. 

It  is  not  inappropriate  to  meet  the  new  creation  of  war  nones 
with  the  creation  of  corresponding  and  more  beneficent  peace  zones. 

In  1820  it  was  one  of  the  hopes  of  JefTersoo  that  some  day  there 
m^ht  be  established  "a  meridian  of  partition  through  the  ocean 
which  separates  the  two  hemispheres,  on  the  hither  side  of  which  no 
European  gun  shall  ever  be  heard."  While  so  large  a  hope  may  still 
be  of  distant  realization,  the  su^estion  is  pertinent  and  timely 
today.  With  the  advent  of  guns  carrying  their  dreadful  missiles  a 
distance  of  twenty  miles,  the  reason  for  the  three-mile  limit  of  olden 
times  has  vanished,  and  the  limit  itself  should  be  enlarged  to  meet 
the  new  poasibilities  of  the  ordnance  of  today.  The  large  increase 
of  coasting  trade,  moreover,  calls  for  a  much  extended  and  thor- 
oughly safe  zone  around  the  two  Americas,  beyond  which  no 
beUigerent  should  venture  without  incurring  the  peril  of  internment; 
not  otherwise  can  even  our  distant  shores  carry  on  their  com- 
merce with  absolute  freedom. 

The  liberty  of  coaling  in  neutral  soaea,  so  liberally  accorded  to 
belligerents,  defeats  its  own  purpose  when  the  coaling  of  European 
vessels  is  done  on  the  South  Pacific.  The  injunction  that  sufficient 
coal  may  be  furnished  to  a  belligerent  vessel  to  enable  her  to  reach 
her  nearest  home  port,  never  had  in  view  the  possibility  of  war- 
vessels  from  the  ports  of  Europe  marauding  in  the  Indian  Seas  or 
the  Pacific  Ocean.  The  result  of  this  unlooked  for  activity  has 
been  that  belligerent  vessels  have  coaled  In  the  ports  of  South 
America,  obtaining  a  sufficient  provimon  to  bring  them  to  their 
nearest  home  port,  and,  instead  of  accepting  the  corollary  of  such 
liberal  provision  and  proceeding  to  their  home  ports,  have  utilized 
as  war  material  the  provision  of  coal  so  furnished  and  have  con- 
tinued their  belligerent  cruising  in  close  vicinity  to  American  shores. 
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I  indicate  this  simply  as  one  of  the  points  with  reference  to  which 
the  rights  of  neutrals  on  our  hemisphere  require  a  new  and  a  more 
protecting  definition. 

The  invitation  by  the  South  American  republica  to  take  up  the 
study  of  such  a  question  in  a  joint  conference  is  a  welcome  and  a  not 
unexpected  addition  to  the  friendly  service  extended  to  us  by  the 
Argentine  Republic,  Brazil  and  Chili,  in  the  offer  of  their  mediation 
to  put  an  end  to  controversies  arising  from  the  unfortunate  events 
in  our  sister  republic  of  Mexico.  And  as  we  welcomed  that  friendly 
and  pacific  suggestion,  so  it  seems  to  me  it  would  be  appropriate 
that  we  should  act  in  concert  with  South  America  upon  this  broader 
and  equally  beneficent  proposal.  The  proposal  is  itself  comforting 
as  a  manifest  assurance  that  the  men  entrusted  with  the  political 
destinies  of  these  sister  republics  do  not  share  in  the  doubts,  too 
often  and,  perhaps  I  may  add,  too  vehemently  expressed  by  publi- 
cists upon  whose  shoulders  do  not  rest  the  present  burden  of  govern- 
ment. Only  such  distrust  could  stand  in  the  way  of  profitable 
co5peration  between  North  and  South  America  at  this  stage.  This 
distrust,  I  am  confident,  is  not  universal,  and  I  am  sUll  more  con- 
fident is  quite  unfounded.  Our  codperation  today  must  tend  to 
dissipate  it  and  correct  any  misconceptions  of  our  attitude  towards 
our  sister  repubHcs. 

The  baus  of  this  distrust  is  largely  a  misinterpretation — not 
to  say  a  distortion — of  the  policy  adopted  by  this  country  nearly  a 
century  since,  and  which  has  become  to  many  a  household  word — 
to  others  a  by-word — imder  the  title  of  the  "Monroe  Doctrine." 
This  misinterpretation  has  not  been  confined  to  our  South  American 
brothers.  A  large  share  of  it  was  bom  on  our  own  soil,  and  many 
Americans  have  been  anxious  to  avoid  joint  political  action,  while 
the  South  Americans  have  dreaded  it,  as  the  insidious  approach  to 
a  control  inconsistent  with  the  respect  due  to  independent  national- 
ities. 

"Yankee  imperialism"  is  the  term  applied  to  the  American 
policy  by  Mr.  Peres  Triana,  while  admitting  that  from  the  time  of 
the  declaration  of  President  Monroe  "Europe  has  acquired  no 
colonies  in  America  because  the  United  States  has  prevented  it," 
and  admitting  the  danger  of  the  present  war  to  be  that  "no  matter 
which  group  may  win,  victorious  militarism  will  impose  itself  for  a 
long  time  upon  the  official  policies  of  the  nations";  and  conceding 
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the  fact  that  if  European  conquerors  have  not  invaded  America 
in  the  paat,  and  will  not  in  the  future,  this  may  be  attributed 
entirely  to  "the  potential  power  of  the  United  States." 

Yet,  as  early  as  October,  1808,  Jefferson  voiced  the  feeling  of 
this  country  when  he  wrote  to  Governor  Claiborne — "We  consider 
the  interests  of  Cuba,  Mexico  and  ours  as  the  same,  and  that  the 
object  of  both  must  be  to  exclude  all  European  influences  from  this 
hemisphere."  How  truly  that  represented  the  feeling  of  the  Amer- 
ican people  may  be  attested  by  what  happened  to  Cuba  nearly  a 
century  later,  and  although  at  no  time  during  that  century  were  we 
blind  to  the  strategic  importance  of  that  island  for  the  protection 
of  the  United  States  against  the  European  influences  from  which  the 
South  American  continent  has  been  so  long  protected,  the  dis- 
tinguished Argentine  statesman,  Senor  Saenz-Pena,  gives  utterance 
to  the  same  distrust,  and  both  of  these  gentlemen  emphasise  the 
fact  that  the  policy  enimciated  in  Monroe's  message  was  one  of 
self-interest  and  self-protection  for  the  United  States.  This  need 
not  be  questioned,  but  it  remains  none  the  less  true  that  only  by 
securing  our  own  protection  could  we  obtain  or  retain  the  power  to 
extend  equal  protection  towards  our  new-born  brethren.  Nor  can 
it  obscure  the  fact  that,  in  adopting  such  a  policy,  our  own  interests 
were  happily  at  one  with  the  higher  and  nobler  cause  of  political 
freedom. 

The  distinguished  Peruvian,  Garcia  Calderon,  in  a  profound 
study  of  the  Latin  democracies,  while  acknowledging  that  all  the 
efforts  of  the  new  republics  could  not  have  prevailed  against  the 
aspirations  of  Europe  to  establish  their  supremacy  over  them,  unless 
the  Monroe  Doctrine  had  stood  in  the  way  of  such  conquests  and 
extended  its  tutelage  as  a  protection;  while  admitting  that  the 
United  States  had  upheld  the  independence  of  feeble  states,  pro- 
claimed the  autonomy  of  the  continent,  and  contributed  to  conserve 
the  nationalities  of  Southern  America  by  forbidding  the  formation 
of  colonies,  and  defending  the  republics  against  reactionary  Europe; 
that  South  America  cannot  dispense  with  the  influence  and  the 
exuberant  wealth  of  the  Anglo-Saxon  North — who,  he  generously 
concedes,  has  created  an  admirable  democracy,  reconciled  equality 
with  liberty,  given  to  all  her  citizens  fair  play  and  equal  opportu- 
nities, liberated  Cuba,  and  transformed  an  exhausted  island  into  a 
pro^erous  country,  installed  schools  which  furnish  adequate  educ^ 
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tion  to  the  "impressionable  and  nervous  race" — yet  insists  that  the 
aim  was  to  make  a  trust  of  the  South  American  republics;  and  that 
to  save  themselves  from  "Yankee  imperialism,"  the  American  de> 
mocracies  would  almost  accept  a  German  alliance  or  the  tud  of 
Japanese  arms;  that  our  patriotism  has  been  transformed  into  im- 
perialism, and  our  policy  passed  from  defense — through  interven- 
tion— to  offense,  and  that  the  autonomy  procured  for  Cuba  at  such 
sacrifice  of  blood  and  treasure  may  well  be  a  treacherous  gift — like 
to  the  Trojan  horse  I 

Yet,  Mr.  Calderon,  in  pleading  for  a  thorough  South  American 
union,  is  forced  to  concede  that  the  United  States  have  used  all  their 
influence  to  bring  it  about  in  the  case  of  the  Central  American 
republics. 

What  can  we  do  to  allay  these  suspicions  of  our  southern 
brethren? 

Surely,  to  unite  with  them  in  pressing  for  a  proper  definition 
of  neutral  rights  on  this  hemisphere,  and  a  proper  limitation  of 
neutral  obligations,  must  have  some  weight  in  convincing  the 
doubtful. 

Calderon  himself  admits  that  contact  with  Anglo-Saxon  civil- 
ization may  partially  renew  the  South  American  spirit  without 
infrin^ng  upon  its  originality,  or  its  traditions,  or  its  ideals. 

In  1869  William  H.  Seward  wrote: 

AH  that  TemaiDB  now  iiiiiiiiiiiiiiji  is  the  CBtabliiihmeiit  of  aa  entire  totensoe 
between  the  North  Amerieaji  Btatea  and  the  South  American  republica,  and  the 
oreation  of  a  mutual  moral  aUianoe — to  the  end  that  aH  external  aggrearion  may 
be  imiTeDted,  and  that  internal  peace,  law  and  order,  and  pn^rees  taay  be  eeoured 
throu^iout  the  whole  continent. 

Some  form  of  cooperation  is  essential  to  the  carrying  out  of  a 
program  so  beneficial  to  both  North  and  South  America;  not  necea- 
sarily  an  alliance,  but  surely  an  understanding,  or,  to  use  the  French 
phrase,  an  "entente." 

We  have — not  unwillingly — tendered  our  offices  to  stand 
between  Latin-American  republics  and  forcible  seizure  by  European 
powers.  Let  ua  now  show  that  these  were  amicably  extended,  as 
from  one  independent  sovereignty  to  another,  by  today  acting  in 
unison  with  these  same  independent  sovereignties  upon  an  intei^ 
national  subject  that  concerns  us  all  equally,  even  though  not  to 
thesame  degree. 
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An  early  evidence  of  our  anxiety,  not  to  interfere  in  any  manDer 
vith  South  American  autonomy,  was  the  meeaage  of  President 
Adams  of  the  26th  of  December,  1825,  in  which,  treatii^  of  the 
forthcoming  Panama  Congreas,  he  auggeated  an  agreement  that  each 
of  the  countries  represented  should  undertake,  by  its  own  meana, 
to  prevent  the  establishment  of  European  colonies  within  its  limits; 
and  that  the  acceptance  of  this  principle  should  be  urged  upon  the 
new  nations  to  the  south  of  us,  so  that  this  national  responsibility 
should  be  recognized  as  an  essential  corollary  of  their  independence. 
And  again  in  March,  1S26,  Mr.  Adams  declared  that  whatever 
'  i^reement  should  be  arrived  at  should  not  go  beyond  the  mutual 
covenant  of  all  to  maintain  the  principle,  each  upon  his  own  terri- 
tory. 

Surety,  this  gave  no  evidence  of  the  desire  to  impose  an 
undefflred  h^emony;  nor  does  our  patience  with  the  internal 
struggles  of  our  immediate  n^ghbor  to  the  south,  with  whose  priv- 
ileges of  nationality  we  are  unwilling  to  interfere,  although  as 
Calderon  tells  us,  "there  anarchy  is  paving  the  way  to  servitude." 

It  is  small  wonder,  then,  that  Carlos  Calvo,  the  great  inter- 
national publicist,  who  does  such  honor  to  Argentina,  should  have 
said  of  the  policy  of  the  United  States  that  it  was  "declaratory  of 
complete  American  independence,"  or  that  Anibal  Maurtua,  from 
Peru,  should  have  said,  aa  late  aa  1901,  that  the  message  was  "a 
Fan-American  declaration,"  or  that  Cartoa  Arena  y  Loaysa  should 
have  aud  in  1805  that  the  policy  ia 

Unked  with  our  put,  and  with  our  pnsmt,  and  glTes  ns  the  key  to  the  future  of 
theae  BepubHcs  ....  which  an  called  upon  to  hare  one  utd  the  Huneipirit, 
and  to  work  in  acoord,  in  edif jii^  frienddiip,  for  jnstice  and  peue  on  earth. 

Nor  should  our  friends  forget,  in  taxing  the  policy  with  total 
selfishneas,  that,  in  the  very  incipiency  of  thor  movement  of  libera- 
tion, as  early  aa  the  14th  of  May,  1812,  Monroe — then  secretary  trf 
atate — wrote  to  Alexander  Scott — then  already  eatabliahed  as  a 
United  States  agent  to  Venezuela: 

InstmotkHis  have  abeadr  been  given  to  their  minMen  at  Puia,  St. 
PetenAHiTB  and  Londmi,  to  nii^  known  to  tiieae  oonrta  that  the  United  Btatea 
take  an  intcnst  in  the  independence  of  the  Spaniah  Provinoee. 

We  are  told  that  the  possibility  of  armed  invaaon  is  a  thing  of 
the  past,  and  that,  in  the  words  of  Mr.  Maurice  Low,  "the  lost  for 
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land  no  longer  exists."  This  m&y  be  doubted  if  we  consider  how 
recently  the  Treaty  of  Berlin  proved  rather  an  aid  than  an  obstacle 
to  the  absorption  of  Bosnia  and  Herzegovina;  when  we  recall  the 
appropriation  of  Turkish  Tripoli,  explained  by  Mr.  Ripardi-Mira- 
belli  in  the  Bdgian  Reinew  of  Intematumal  Law  as  a  necessity  for 
the  expansion  of  Italy's  new  national  life,  and  the  logical  outcome  of 
the  absolute  freedom  of  states  to  make  war  upon  another  whenever 
they  consider  it  indispensable  for  the  satisfaction  of  their  primary 
needs. 

That  this  "lust  for  land"  has  not  disappeared,  but,  quite  the 
contrary,  is  searching  for  new  fields,  is  the  testimony  of  Dr.  Kraus, 
of  Leipzig,  who  warns  us  that  if  Southern  America  has  not  yet 
become  the  field  of  fierce  rivalry  among  European  nations,  it  is 
because  of  the  policy  to  which  the  United  States  has  firmly  held,  to 
which  he  adds,  that 

it  would  require  a  consoiouB  ^<Ht  for  Um  people  of  a  cootinent  whoae  political 
oeiue  and  feeling  an  at  preaent  influenced  hj  an  inowpant  rivaliy  for  ealonial 
expauaion,  to  oonoeive  that  a  state  may  have  any  other  political  ideid — that  its 
ambition  ma;  not  neoeesaiily  strive  for  ioorease  <rf  power  by  colonial  acquisition. 

Calderon  also  tells  us  that  German  professors  are  condemning 
the  Monroe  Doctrine  and 

regard  the  Yankee  theds  merdy  aa  a  perishable  unprovisation  upon  a  fragile 
foundation.  The  interest  of  Oermany  demands  that  the  United  Btatee  should 
abandon  their  tutelage,  and  that  the  swaimii^  Geamanie  leipona  should  invade 
the  southeni  continent. 

But,  assuming  that  Mr.  Low's  "lust  for  land"  has  so  far 
diminished  that  its  satisfaction  is  not  likely  to  be  sought  for  by 
deliberate  invauon,  the  old  method  has  been  supplanted  by  the 
more  subtle  influence  of  economic  advantages,  of  commercial  and 
financial  penetration.  Professor  Loria,  of  Turin,  who  does  not 
take  the  advanced  (or  retrograde)  view  of  Ripardi-Mirabelli,  calls 
our  attention  to  these  monetary  relations,  which  he  warns  us  have 
acquired  great  importance  in  our  times  and  may  be  the  cause  of 
serioudy  undermining  the  independent  sovereignty  of  smaller 
states.  The  non-payment  of  interest  on  bonded  debts — no  matter 
by  what  cause  payment  is  delayed — exposes  the  debtor  state  to  an 
Intervention  of  th?  creditor  states,  which,  beginnii^  by  the  appotqV 
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ment  of  a  mixed  commisaioii,  often  ends  in  actual  political  inter- 


The  logical  application  of  the  policy  which  would  preaerve 
intact  democratic  sovereignties  on  this  hemisphere,  must  find  some 
remedy  for  this  twentieth  century  method  of  possible  political  con- 
trol by  European  powers.  Mr.  Poincard,  writing  an  appreciative 
preface  to  Mr.  Calderon's  keen  exposition  of  the  South  American 
Bituatioo,  expresses  particular  approval  of  Calderon's  warning 
against  excesave  loans.  Calderon's  warning  is  against  the  influence 
of  capital.  "Agiunst  flat  invasion  by  any  power  the  tutelage  of 
the  United  States  is  a  protection,"  he  tells  us.  But  be  adds,  as 
already  noted,  that  South  America  cannot  dispense  with  the  "exu- 
berant wealth  "  of  the  Anglo-Saxon  North,  and  that  "the  defense  of 
the  South  should  consist  in  avoiding  the  establishment  of  privileges 
or  monopolies,  whether  in  favor  of  Nori^h  Americans  or  Europeans." 
Beanmarchais,  an  imsparing  analyst  and  critic  of  the  American 
pohcy,  declares  that  the  policy  involves  the  freedom  of  the  former 
Spanish  colonies  from  the  commercial  subjection  to  Europe. 

That  such  an  application  of  the  American  policy  should  not 
interfere  with  activities  "purely  economic" — to  use  Dr.  Kraus' 
words — or  "merely  commercial  activities" — as  Professor  Wambaugh 
phrases  it — goes  without  saying.  But  the  record  shows  too  vividly 
how  difficult  it  is  to  restnun  within  these  bounds  financial  operations 
which  may  result  in  such  eventualities  as  the  enthronement  of 
Maximilian  in  Mexico,  or  as  the  loud  demands  of  European  cannon 
for  economic  redress  at  the  ports  of  Venesuela  and  of  San  Domingo. 
Even  with  larger  and  more  prosperous  nations  within  the  European 
boundary,  examples  of  s  financial  bondage  are  not  wanting.  It  is 
notorious  that  German  capital  in  Italy  was  so  intrenched,  so  inter- 
woven with  her  pressing  needs,  that  liberation  was  indispensable 
to  give  Italy  a  freed  hand — a  liberation  brought  about  by  allied 
advances  which  cancelled  the  indebtedness  towards  Germany. 
So  that,  while  it  is  universally  conceded  that  the  pohcy  first 
expressed  in  international  form  by  Monroe  stood  in  the  way  of 
European  occupation  of  American  territory,  or  the  establishment 
of  European  governments  on  this  side  of  the  Atlantic,  the  logical 
development  of  that  policy  and  its  application  to  new  situations 
require  that  this  hemisphere  shall  also  be  defended  against  such 
financial  situations  as  may  result  in  the  practical  subjection  to 
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European  influences,  with  the  danger  of  armed  interference  as  a 
result  of  financial  dieaater. 

That  this  should  still  be  a  live  question  is  largely  due  to  our 
own  laok  of  appreciation  of  the  opportunities  and  of  the  duties 
which  lay  befwe  us,  due  to  the  natural  difficulties  of  assimilation 
and  to  our  own  ^parent  imwillingneas  to  bend  ourselves  to  the 
necesnties  of  the  situation  and  get  a  better  comprehennon  and  a 
mne  ^ympathetio  appreciation  of  the  qualities  of  our  southern 
Doghbois.  It  is  this  which  has  permitted  the  oommennal  and 
economic  primacy  of  Europe,  as  well  as  its  intellectual  dominance 
over  the  South  American  continent.  Only  within  the  most  recent 
period  has  the  enterprue  of  an  American  bank  brought  Argentine 
exchange  to  New  York,  and  not  yet  is  it  feasible  to  make  as  rapid, 
or  as  comfortable,  a  journey  from  Buenos  Ayree  to  New  York  as 
from  BueuQs  Ayres  to  London. 

This  is  the  new  application  and  lopcal  expansion  of  the  policy 
enunciated  in  1823;  and  I  speak  of  it  as  a  policy  rather  than  as  a 
doctrine.  It  is  the  enunciation  of  a  system  countenanced  by 
America  in  the  conduct  of  its  public  afTairs  and  relating  to  its  inter- 
course with  European  countries  in  reference  to  this  iieniisphere. 
As  such  a  policy,  it  is  in  consonance  with  the  aspirations  of  sU 
America.  Between  those  who  choose  to  b-eat  it  as  dead,  those  who 
would  abandon  it,  those  who  misinterpret  it,  those  who  make  of  it 
the  vehicle  of  swaggerii^  imperialism,  those  who  dread  the  conse- 
quences both  to  ourselves  and  to  our  neighbors  of  its  e:q)ansion  into, 
or  aoceptanoe  as,  an  Amoican  "entente,"  is  there  no  happy  medium, 
no  middle  way  which  would  bring  us  all  together  on  the  path  of 
unselfish  and  wise  uni^,  in  reachii^;  which  we  may  find  that  sinoer^ 
ity,  fur  dealing,  r^ard  for  the  rights  of  others,  strict  respect  for 
naticmal  autonomy,  comprehension  of  others'  needs,  as  well  as  of 
our  own,  make  not  only  for  peace  but  for  mutual  prosperity? 

This  is  the  policy  as  today  understood  and  as  today  applied. 

It  is  not  amiss  to  repeat  here  the  words  of  our  distinguished 
president  on  this  subject.  Addressing  a  commercial  congress  at 
Mobile,  in  October,  1913,  he  says: 

Tou  heftr  of  "otmceflBioDs"  to  foreign  oapitolista  m  lAtin  Amerioa.  You  do 
not  hear  of  conoooions  to  forragn  oapitatiBtB  in  the  United  Statea.  They  an  not 
gnnted  BoniMriona.  They  am  invited  to  make  Investmenta.  It  is  an  iuvitnti^ 
not  a  iiiiiilm.li.  and  stataa  that  an  abKcad,  beowiM  their  tMittcay  docs  not  Ui 
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within  the  nwin  field  of  modem  eoUrpriw  and  action,  to  gnnt  eaatietmaoB  u»  in 
this  oonditioD,  Uut  foreign  intereetB  an  apt  to  dominate  Uteir  domeatie  affaln,  a 
condition  ot  affain  alwayo  dangwoua  and  apt  to  become  intoleiabte.  What  these 
states  are  going  to  aee,  tbereforo,  is  an  emancipation  from  the  subordinatkn, 
wbich  has  been  inevitable,  to  totwfa  enterfnise  and  an  assertion  of  the  splendid 
chaneter  whiofa,  in  qtita  erf  ttiese  difficulties,  tliey  have  again  and  i^ain  been  aUe 
to  demonatiate.  Tlie  dignity,  the  couiage,  the  self-poeseesion,  the  sdf-respect 
rf  the  Latin  Amenoan  states,  thsir  actuevements  in  the  bee  of  afl  these  advens 
oTcmnstanoes,  deserre  nothing  but  tite  admiration  and  applause  of  Ifae  worid. 
They  have  had  harder  bargains  diiven  with  them  in  the  matter  of  loans  than  any 
other  pecq^les  in  the  vtrid.  Interest  has  been  exacted  of  them  that  was  not 
exacted  of  anybody  else,  because  the  risk  was  said  to  be  greater;  and  then  secoii- 
tiee  were  taken  ibxt  destroyed  the  risk — an  admirable  arrangement  for  those  who 
were  fnoing  the  teams. 

I  nJMce  in  nothing  so  much  as  in  the  prospect  that  tliey  will  now  be  emanci- 
pated from  these  ctmditiona,  and  we  ought  to  be  the  first  to  take  part  in  aasiiting 
in  that  emuicipation. 

We  must  prove  ourselves  their  friends  and  champions  upon  terms  of  equality 
and  honor.  You  cannot  be  friends  upon  any  other  terms  than  upon  the  terms  of 
equality.  You  oaanot  be  frieDds  at  aU  except  upon  the  terms  of  honor.  We  must 
show  oufselreB  friends  hy  comprebendiog  their  interest  whether  it  squares  with 
our  own  interest  or  not.  It  is  a  very  perilous  thing  to  determine  the  foreign 
poHcy  of  a  nation  in  the  terms  of  material  interest.  It  not  only  is  unfair  to  those 
with  whom  you  are  dealing,  but  it  is  degrading  as  regards  your  own  actions. 

Cbmprehension  must  be  the  soil  in  which  shall  grow  all  the  fruite  of  friendship. 
...  I  want  to  take  this  occaaiGai  to  say  that  the  United  States  will  never 
again  seek  one  additiooal  foot  of  tetritory  by  conquest.    .    .    . 

She  must  Rgard  it  as  one  of  the  duties  irf  friendship  to  see  that  trota  no 
quarter  are  material  iutereets  made  superior  to  human  liberty  and  national  oppor- 
tunity. I  say  this,  not  with  a  mngle  thought  that  anyone  will  gunsay  it,  but 
merdy  to  fix  in  our  consciousncn  what  our  real  reLation^p  with  the  rest  of 
America  is.  It  is  the  relationship  of  a  family  of  mankind  devoted  to  the  develop- 
ment of  true  oonotitutioaal  Uberty.  We  know  that  that  is  the  soil  out  of  which 
ttte  best  enterprise  springs.  We  know  that  this  is  a  cause  which  we  are  making 
in  common  with  our  neighbors. 

In  emphasising  the  points  which  must  unite  us  in  sympathy  and  in  spiritual 
interest  with  the  L^tin  Amerioan  peoples  we  are  only  emphasising  the  points  of 
our  own  life,  and  we  diould  prove  ourselves  untrue  to  our  own  traditiotia  if  we 
ivoved  ourselves  untrue  friends  to  them. 

At  a,  Btill  earlier  date — on  tlie  12th  of  March,  1913 — the  pre^- 
dent  made  this  formal  announcemeut: 

One  of  the  chief  objecte  of  my  administration  will  be  to  cultivate  the  friend- 
ship and  deaerve  the  canfidenoe  of  our  sister  republics  of  Central  and  South 
America,  and  to  protaote  in  every  proper  and  honorable  way  the  interests  whidi 
an  common  to  the  peo[dea  of  the  two  continents.    I  eamntly  desiie  the  moat 
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oonlial  imdentamding  and  ooOpeistion  between  the  peoplu  ftnd  leaders  of  Amer- 
ica, and,  therefore,  deem  it  my  duty  to  make  this  brief  atatem^t. 

Mutual  reepect  aeema  to  ua  the  mdiflpenaable  foundation  of  friemdahip 
between  states  as  between  individuids. 

The  United  Statee  hu  nothing  to  seek  in  Ceatrol  and  South  Amerioft  except 
the  lasting  interests  erf  the  peoplea  of  the  two  continenta,  the  security  of  govsni' 
mentfl  intended  for  the  people  and  for  no  gpeoial  pvup  or  interest,  and  the  develop- 
ment of  personal  and  trade  relationships  between  the  two  continents  which  shall 
redound  to  the  profit  and  advantage  of  both  and  interfere  with  the  rights  and 
liberties  of  neither. 

TtuB  "cause  wliich  we  are  maktiig  in  common  with  our  neigh- 
bora,"  and  these  "iatereats  which  are  common  to  the  peoples  of 
the  two  coQtinento,"  unquestionably  embrace  a  proper  limitation 
and  a  clear  definition  of  American  neutral  rights  and  obligations, 
and  the  ooca^n  offers  us  an  opportunity  to  unite  with  our  tostn 
republics  of  the  south  in  this  common  cause,  which  in  this  instance 
is  also  the  conmion  cause  of  humanity. 

'  Surely,  all  the  nations  of  both  Americas  are  desirous  of  avoid- 
ing entanglements  with  European  or  Asian  nationalities;  all  are  at 
one  in  the  determination  that  they  must  be  unhampered  in  develop- 
ing their  own  political  future  in  the  democratic  forms  <tf  government 
which  they  have  adopted;  safe  from  uther  forcible  or  inudious 
influence  of  other  powers.  To  this  their  distance  from  the  shores  of 
the  eastern  hemisphere  is  some  protection,  but  their  own  mutual 
understanding  and  cooperation  will  always  be  far  more  potent. 

As  for  material  progress  and  development,  a  like  understanding 
and  cooperation  must  surely  enhance  it;  a  more  active  commercial 
intercourse;  more  and  better  means  of  communication  will  open 
additional  markets  for  their  exports,  and  greater  competitive  fields 
from  which  to  draw  their  imports.  The  financial  center  is  no  longer 
safely  anchored  in  Europe;  the  present  growth  and  the  immediate 
piMsibilities  of  our  own  money  markets  offer  opportunities  for  trade 
which,  in  the  interest  of  all,  should  be  availed  of  and  fostered;  it  is 
the  part  of  wisdom  that  every  portion  of  the  western  world  should 
come  to  an  intelligent  and  amicable  understanding  of  the  respective 
advantages  which  each  portion  offers  to  the  other,  and  by  such 
understanding  make  them  the  more  fruitful. 

It  is  time  for  suspicion  and  distrust, — restless  and  disturbing 
bedfellows, — to  ^ve  way  to  confidence.  It  is  time  for  united  action 
in  all  those  things  which  are  unquestionably  of  common  interest. 
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Fur  and  liberal  oommercial  relations  are  one  of  theee  things;  favor- 
able credits  on  the  one  band,  reasonable  security  on  the  other; 
mutual  helpfulness  in  the  enhancii^  of  transportation  facilities, 
due  i^ard  for  local  requirements  in  shipping;  all  these  are  helps 
which  will  be  of  equal  benefit  to  all. 

The  safeguarding  of  our  distant  and  neutral  shores  from  any 
noxious  effects  of  eastern  wars  is  a  prerequiute  condition  of  unin- 
terrupted economic  activity,  to  ensiure  which  we  can  and  should  uq- 
faedtatingly  unite. 

To  work  this  forward  step  in  the  international  relations  of  war 
will  be  also,  let  us  hope,  a  step  in  our  further  union;  our  further 
union  for  the  protection  and  enhancement  of  our  mutual  economic 
interests;  our  union  in  an  eameat  endeavor  to  bring  about  that 
ijnaTH-iftl  and  economic  emancipation  of  all  Latin  American  coun- 
tries, which  President  Wilson  has  so  earnestly  and  eloquently 
advocated — precisely  as  in  the  message  of  President  Monroe  a  like 
emancipation  was  sought  against  political  and  governmental 
influences  on  this  western  hemisphere.  We  may  thus  hope  to  ^ve 
assurance  to  the  worid  that  America — the  two  Americas — stand 
together,  and  that,  far  from  becoming  imperialistic  and  oppressive, 
the  policy  of  Monroe  has  blossomed  into  a  newer  and  larger  frater- 
nity which  henceforth  may  be  known  as  tiie  "Wilson  Doctrine." 
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THE  RIGHT   OF  OITIKENS  OP  NEUTRAL  COUNTRIES 

TO  SELL  AND    EXPORT  ARMS   AND   MUNITIONS 

OF  WAR  TO  BELLIGERENTS 

Bt  WiUiUH  Cullbn  Dbnnib, 
Liewyw,  Wuhtngbxi,  D.  C. 

Since  the  beginning  of  the  present  war  two  questions  as  to  the 
r^ts  and  duties  of  the  United  States  have  engi4;ed  the  attention 
of  our  people  before  all  othos,  I  think  because  of  the  human  interest 
irtiich  they  involve.  The  first  of  these  is  the  question  whether  the 
United  States  an  one  of  the  leading  neutral  nations  eiguatOTy  to  the 
Hague  conventions  had  a  right  and  duty  to  protest  gainst  the 
violation  (rf  the  neutrality  of  Belgium.  People  were  interested  in 
this  because,  beyond  the  technical  questions  of  conventional  law, 
they  saw  the  ruin  of  a  rich  country  and  the  destruction  of  a  brave 
people,  and  ultimately  a  great  injury  to  civilization  itself. 

The  second  question  which  has  evoked  general  interest,  and  to 
which  I  propone  to  ask  your  attention  for  a  few  minutes  is  whether 
the  United  States  has  either  a  legal  or  moral  duty  to  forbid  tiie  ex- 
portation of  arms  and  munitions  of  war  to  the  belhgerente.  This 
question  is  not  a  new  one,  or  peculiar  to  the  present  contest;  witness 
Lowell's  complaint  in  his  inimitable  Biglow  Papers  of  a  nmilar  traffic 
on  the  part  of  British  subjects  during  the  Civil  War,  when  he  said: 
You  wonder  why  we're  hot,  Jdba, 

Your  nuok  wm  on  the  gums. 

The  neutral  guna  thftt  shot,  Jdbn, 

Our  brathen  and  our  aoos. 

Witness  also  Sir  WilUam  Vernon  Harcourt's  masterly  defense  under 
the  pen  name  of  Historicus,  of  the  right  of  the  <»tiienB  of  neutral 
nations  to  engage  in  this  trade,  a  defense  to  which  it  is  submitted 
practically  nothing  can  be  added  at  the  present  day  aside  fnnn 
bringing  it  up  to  date. 

The  PreaetU  Rvle  of  IntgrruUionai  Law  it  Clear 
Fortunately  there  is  not  and  cannot  be  any  serious  dispute  as 
to  what  the  rule  of  international  law  upon  this  subject  is.    It  was 
168 
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laid  down  in  unequivocal  temu  over  one  hundred  yean  ago  by 
Jefferson'  and  Hamilton*  in  the  midst  of  a  crisis  which,  as  our . 
chairman  has  pointed  out,  was  infinitely  greater  for  our  infant 
nation  than  that  through  which  we  are  passing  today.  And  it  ib 
interestii^  to  note  that  it  was  def^ided  by  them  upon  practically 
the  same  grounds  upon  which  it  is  defended  by  the  offidal  reporter 
of  Convention  V  *  of  the  Hague  conference  of  1907,  "  Respecting  the 

I  "In  one  of  these  memoriak  it  is  stctted  that  anus  and  military  aocoutremente 
are  now  buying  up  by  a  French  agent  in  this  country,  with  an  intent  to  export 
Oneat  to  France.  We  have  tHuwcred  that  our  oitiieDa  hare  alWE^  been  free  to 
make,  vend,  and  eiqxirt  arma;  that  it  ia  Uie  ooustuit  occupation  and  livslihood 
of  some  of  them.  To  8uppre«B  their  caUinge,  the  only  means,  p^i^w,  of  their 
subastraice,  because  a  ww  exiata  in  foreiga  and  distant  countries,  in  whiidi  we  have 
no  concern,  would  scarcely  be  expected.  It  wouM  be  hard  in  princqilc,  and  in> 
poaaiblie  in  practice.  The  lai^  of  nations,  therefoie,  nqieeting  tiM  rights  ot  those 
at  peace,  has  not  required  from  them  such  an  internal  denagenMnt  in  tbair 
oceupatdtMu.  It  is  satisfied  with  the  external  penalty  pronounced  in  the  president's 
{ooclamatuBi,  tliat  of  coofiscation  of  such  pcotion  of  these  srms  as  ahall  fall  into 
the  hands  of  any  of  the  benigetent  powers,  on  their  way  to  the  ports  of  their 
snemies.  To  this  penalty  our  citiiena  are  warned  that  they  wiU  be  abandoned, 
and  that  the  purchases  of  arms  here  may  work  no  inequality  between  the  partita 
at  war,  tbe  hlierty  to  make  litem  will  be  enjoyed  equally  by  both."  (Jeffenon  to 
Tenuut,  fVenoh  Minista  to  the  United  States,  May  15,  17Q3.  Anuriean  SUUe 
Paptn,  Vol.  1,  p.  147,  quoted  in  Moore's  IntemaHotuil  Laui  Digeit,  sec.  1308,  Vol. 
7,  p.  KB.) 

'  "A  neutral  natitm  has  a  general  ri^t  to  trade  with  a  pown  at  war.  The 
exception  of  contraband  articles  ia  an  exception  of  necenity;  it  is  a  qualification 
of  the  general  ri^t  of  the  neutrd  nation  in  favor  of  the  safety  of  the  belligerent 
party.  And  it  is  from  this  cause,  and  tbe  difficulty  of  tracing  it  in  the  couise  of 
omnmeroial  deahngs,  that  for  the  peace  erf  nations,  the  estemi^  penalty  of  con- 
fisoatioii  is  alone  established."  (HamiltoD  to  Waabu^ton,  May  ifi,  17B3.  HamOf 
Am'*  Work*  (I.odge),  Vol.  4,  p.  416.) 

'lluB  owkTcntion  wss  repwted  to  the  conferemce  by  a  sub-eommissioo  over 
iritich  tbe  distingnidied  Dutch  jurist,  M.  Asser,  presided,  and  irtiiidi  numbered 
among  its  memben:  Major  Gena«l  de  Gtindell,  military  delegate  of  Gtnnany; 
BrigadkE-GeDeral  George  B.  Davis,  U.  S.  A.;  Baron  Gieel  de  Gieslingen,  major- 
general  and  militaiy  del^^te  of  Austria;  and  the  distinKuiahed  jurists  M. 
Beeraart,  M.  Louis  Renault,  and  Ixvd  Reay.  Colonel  Borel,  professor  at  the 
Unrrereity  of  Geneva,  and  plenipotentiary  delegate  of  Switzerland,  was  the 
official  reptKter;  and  he  explains  and  justifies  the  rule  laid  down  in  Article  7,  fai 
the  flawing  language: 

"The  rule  which  this  article  lays  down  isjuatifiedinitadf  indq>endentl7of  the 
reasons  d  a  practical  nature  which  militate  in  its  favcv.  As  a  matter  of  principle, 
neataal  states  and  their  peoples  ought  not  to  suffn  the  oonsequences  of  a  war 
which  is  foreicn  to  them.  The  burdens  and  restrictioiis  whidi  it  ptaoes  iqMat  their 
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rights  and  duties  of  Neutral  Powen  and  Peraona  in  case  of  War  on 
Land,"  to  wfaich  both  Germany  and  the  United  States  are  parties, 
and  which  reads,  Article  7,  as  follows: 

"A  neutral  power  is  not  called  upon  to  prevent  the  export  or 
transport  on  behalf  of  one  or  other  of  the  belligerents,  of  anna,  muni- 
tions of  war,  or,  in  general,  of  anything  which  can  be  of  use  to  an 
army  or  fleet." 

It  may  be  granted  tiiat  this  convention  is  not  technically  in 
force  in  the  present  war,  but  it  affords  a  concise  and  authoritative 
statement  of  the  acknowledged  rule  of  law,  a  rule  of  law  which 
appears  to  be  recc^ised  by  Germany,  which  while  strongly  remon- 
strating against  the  contraband  trade  ei^^aged  in  by  the  citizeae  of 
the  United  States  as  ineonmatent,  under  the  circumetaDGee,  with 
"the  Spirit  of  true  neutrality"  appears  to  admit  that  it  does  not 
constitute  a  "formal  breach  of  neutrality."  * 

liber^  at  action  ahould  be  confined  to  what  is  tbmdateiy  naomury.  These  ia  no 
good  reeson  tcx  proliibiting  or  burdminc  tlie  oanmMvoe  of  the  mhAbitente  cd  iieit- 
tral  atatee  evea  m  ragnid  to  ftrticlea  Bteatictud  in  the  text  jiut  cited.  Evay 
reetriotion  vpoa  neutnl  etatM  in  Uiat  matter  whidi  might  be  Buggeeted  would 
Iffing  about  in  pivctioe  the  greatest  difficuhieB  and  would  cr»te  inadmionble 
burdens  on  c(«nmerce  in  generaL"  (Proceedings  of  the  Second  Hague  Ccxtferenoe, 
Vol.  1,  p.  141.  Free  tnuulatitm.)  Hague  ConventioQ  XIV  c^  1907,  "Conoerning 
the  ri^ta  and  duties  of  neutral  powers  in  naval  war,"  to  which  the  United  States 
and  Great  Britain  sze  parties,  has  an  identioal  prorisiati  with  Article  7  abors 
quoted  of  CtfLventdm  V. 

*  "The  Qesman  govemmKit  believe  that  thej  are  obliged  to  point  out  Twy 
partieularl]r  and  with  the  greatest  emphasis,  that  a  toade  in  arms  eziata  between 
American  manuf  acturen  and  Germany's  enemies  which  ie  estimated  at  nuny 
hundred  million  marks. 

"The  German  goremmeat  have  given  due  recognition  to  the  fact  that  as  a 
matter  of  f<nm  the  eseroiae  of  ri^ts  and  the  toleration  ot  wrong  <m  the  part  of 
nsutraU  ia  limited  by  their  plessuie  alone  and  involves  no  fwmal  (weach  of  neu- 
tndity.  The  German  government  have  not  in  eonaeqiienoe  made  any  charge  of 
formal  breach  q/  neutraHly.  The  German  government  caimot,  however,  do  other- 
wise, esperasUy  in  the  interest  of  obeolute  cleamees  in  the  relations  between  the 
two  oounfaries,  than  to  emphasise  that  they,  in  common  with  the  public  opinkn 
in  Germany,  feel  thonselvee  placed  at  a  great  disadvantage  throng  the  tact  that 
the  nmitral  powen  have  hitherto  achieved  no  suooees  or  only  an  immnaning  suo- 
oesB  in  their  assertion  of  the  right  of  trade  with  Gennany,  acknowledged  to  be 
legitimate  by  intemaUonal  law,  whereas  they  make  unlimited  use  of  their  ri^t 
to  tolerate  trade  in  ccmtoaband  with  England  and  our  other  eoeoues.  Conceded 
that  it  is  the  formal  right  of  nmtnda  not  to  protect  their  legitimate  trade  with 
Gwmany  and  «vm  to  allow  Utemselvee  knowingly  and  willingly  to  be  induced 
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It  would  be  a  work  of  supererogation  to  pile  up  diplomatio  and 
judicial  authoritiee  in  support  of  the  right  of  the  citizens  of  a  neutral 
nation  to  engage  in  contraband  trade  with  a  belligerent.  *  Despite 
^e  protest  which  the  belligerent  frequently  makes,  neutral  nations 
have  almost  universally  asserted  and  maintained  this  right.  The 
exceptional  cases  in  which  the  ordinary  rule  has  not  been  followed 
in  practice  by  neutral  natjons — such  as  the  very  ngnificant  exception 
to  which  His  Excellency  the  Brazilian  ambassador  has  called  atten- 
tion,* the  prohibition  of  the  exportation  of  arms  and  munitions  of 
war  by  Brazil  during  the  Spaniah-American  war  and  duiing  the 
present  struggle,  only  serve  to  bring  out  more  clearly  the  practical 
unanimity  with  which  the  nations  of  the  world  have  not  only  accepted 
the  ordinary  rule,  but  acted  on  it.  There  is  perhaps  no  important 
rule  of  intemation^  law  better  settled  than  tiiat  which  permits  the 
inhabitants  of  neutral  countries  to  sell  and  export  contraband  to 
belligerents,  subject  to  the  belligerent's  ri^t  to  intercept  on  the 
b^  seas  and  confiscate  contraband  destined  for  ita  adveratuy. 

When  any  rule  of  international  law  emei^es  from  the  perennial 
conflict  between  neutrals  and  belligerents  with  such  unanimous 
acceptance  it  may  be  safely  assumed  that  whatever  may  be  said 
of  it  in  theory  it  is  based  upon  sound  practical  considerations.  The 
justification  for  the  partdculu  rule  in  question  is  not  far  to  seek. 
So  long  as  war  is  to  be  waged,  a  fair  balance  of  convenience  must  be 

1^  EnglAiid  to  restrict  nich  trade,  it  is  on  the  other  hand  not  lees  their  good  right, 
although  unftvtunately  not  exerciaed,  to  stop  trade  in  oonbaband,  eepeoiBlly 
Um  trade  in  anua,  with  Gennany'B  raieniiee.  ...  In  regard  to  the  Utter 
point  looDtnband  trade  e^ieaially  in  war  mataials  by  neutral  motibant  vMede], 
tite  Otnnan  goreniment  venturea  to  hope  that  the  Amerioan  gOTemment  upon 
ncoDBideration  will  Me  their  way  clear  to  a  meamiN  of  intervention  in  accordance 
with  the  ipirit  of  true  neutraUti/."  (Hie  German  minister  for  foreign  aSain,  to 
tiie  Aroeriam  ambassador  at  Berlin,  FtAmiarj  16, 191S0  See  also  the  note  of  tb« 
German  Embacsy  to  the  eecretaiy  of  atate,  of  AiHil4, 1915,  banamittinga"mem- 
OTandum  on  the  German-American  trade,  and  tfae  question  of  delivery  of  anna" 
in  wliidi  the  Imperial  govwnment  observea  tliat  "It  i>  neoeeoary  to  take  into  con- 
oderationnototily  the  formal  aspect  of  the  case,  but  also  (fc<  aptrvl  in  wMcA  l&e  ne»- 
(raldv  u  carried  out";  and  further  ai^  that  "If  it  is  the  will  of  the  Anuoican  people 
that  tliere  shall  be  a  true  neutrality  the  United  States  will  find  the  means  of  pr» 
vnting  tliis  oM-tiMt  supplying  of  trtoa,  or  at  least  of  utilising  it  to  protect  lepti- 
mate  trade  witb  Germany,  oqteoial^  tiiat  in  foodstuOa."  (Ibe  italics  in  aU  cases 
an  those  (rf  the  pceaeot  writer.) 

•See  Moore's  /ntgnuMofioI  Lou  DigM,  Vol.  Vn,  eeo.  130S,  poMAn. 

'Seepage  150. 
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struck  between  the  neoeaatiefl  of  belligerents  and  the  righlB  of 
neotrale.  It  would  be  oppressive  and  impracticable  to  call  upon 
a  neutral  nation  to  haraas  ita  own  citizens  and  restrun  their  con- 
duct in  their  own  country  in  manufaotuiing,  eelling  and  exporting 
muttitionB  of  war.  On  the  other  hand  it  would  be  futile  to  expect 
a  belligerent  to  eit  passiTely  by  and  allow  theee  munitionfl  <4  war, 
once  they  have  left  the  country  of  their  origin  and  are  embarked 
upon  the  high  eeae,  to  reach  its  adversary.  Hence  the  compromise. 
Neutral  oitiBens  may  sell  and  export;  a  belligerent  nation  may  in- 
tovept  and  con&oate  if  it  can. 

la  it  denrtMe  in  the  ab^act  to  change  the  present  ruUt 
It  is  to  be  conceded,  of  course,  that  there  is  nothing  sacred  about 
the  compromise  embodied  in  the  present  rule  of  international  law. 
The  rule  can  naturally  be  changed  by  common  consent  or  international 
convention,  and  the  United  States  can,  if  it  sees  fit,  without  reference 
to  the  rule  of  international  law,  change  its  munidpal  law  by  for- 
bidding the  exportation  of  arms  and  munitions  of  war  to  belliger- 
ents. Several  bills  to  this  ^ect  were  introduced  at  the  last  searion 
of  Congress,  and  there  is  an  organised  invpaganda  in  the  country 
working  to  this  end. 

In  considering  the  proposed  embai^,  two  general  questions 
ue  presented  for  conaderafion:  first,  whether  or  not  the  proposed 
change  is  demrable  in  the  abstract  at  any  time;  and  second,  whether 
or  not  it  is  demrable  at  this  time.  The  abstract  question  will  be 
first  considered. 

If  the  rule  of  international  law  is  changed,  if  the  inhatritante  of 
neutral  countries  are  inhibited  from  exporting  mutdtions  of  war  to 
belligerents,  then  immediately  it  becomes  the  duty  of  the  neutral 
nations  to  prevent  suoh  exportation  just  as  it  now  is  their  duty  to 
prevent  armed  expeditions  from  being  set  on  foot  on  their  territory 
to  attack  belligerents.  And  in  like  manner  belligerents  bec<Hne  en- 
titled to  take  an  interest  In  the  performance  of  this  duty  on  the  part 
of  neutrals,  and  to  make  reclamations  for  damages  if  the  duty  is 
not  fulfilled  with  "due  diligence."  Of  course  the  United  States 
could  not  work  a  change  in  the  general  rule  of  international  law  by 
laying  an  embai^o.  But  it  could  enlarge  the  international  duties 
of  the  United  States.  As  soon  as  the  embargo  act  became  a  law, 
belligerento,  by  virtue  of  the  Hague  convention  of  1907,  No.  V, 
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abore  refen«d  to  (Article  9),  m  w«U  M  by  tike  general  ptintiplee  of 
international  law,  vould  be  entitled  to  demand  that  the  new  l^ls- 
lation  should  be  "impartially  applied."  The  practical  result  would 
be,  therefore,  that,  whereas  at  present  we  have  no  responsibility 
with  respect  to  ordinary  commercial  shipments  of  munitions  of  war, 
the  day  after  the  proposed  law  went  into  effect  we  would  find  our- 
selves liable  to  representations  with  posnble  claims  for  dam^ee  in 
the  background,  from  any  and  all  of  the  bdligerents  because,  say,  of 
allied  failure  to  use  "due  diligence"  impartifdly  to  f^ply  the  new 
law  by  stopinng  the  exportation  of  Winchesteis  from  Portland, 
Maine,  or  Oregon,  ostenmbly  for  lion-bunting  in  Abyssinia,  or 
blasting  powder  from  El  Paso,  Texas,  billed  to  some  American  mine- 
owner  in  Mexico.  If  in  enfradi^r  the  new  law  we  looked  merely 
to  the  primary  destination,  it  would  be  a  faroe.  If  we  endeavored 
to  look  to  the  ultimate  destination,  it  would  impose  an  intolerable 
burden. 

Moreover,  the  belligerents  would  take  an  interest,  not  merely 
in  the  final  act  of  exportation,  but  they  would  naturally  be  watch- 
ful of  tiie  mtmufactore  and  shipment  within  the  United  States  of 
amvs  and  ammunition  which  might  ultimately  be  destined  for  export, 
and  would  diligently  seek  to  keep  themselves  infcvmed  th^%of  by 
their  secret  agents,  and  as  diligently  bring  the  reports  of  their  secret 
agents  to  the  state  department  with  requests  for  preventive  action. 

Far  from  tendii^c  toward  Internationid  harmony,  the  proposed 
legislation  would,  it  is  beheved,  t«nd  to  multiply  our  duties  and 
burdens,  and  thereby  create  international  claims  and  international 
animofflty.  Neutr^  duties  would  t>e  enormously  increased  and 
neutral  rights  restricted  In  an  age  when  we  had  been  taught  to  be- 
lieve that  peace  and  not  war  was  to  be  the  normal  status  of  the 
nations.  As  Sir  William  Vernon  Hsfcourt  said  in  his  LeUera  of 
Historieus,  with  reference  to  a  omilar  proposition  advanced  at  the 
time  of  our  Civil  War: 

If  tbe  Bah  of  mimitKMU  (rf  wsr  ia  to  be  held  a  breach  of  ncutntlitr,  "inBtantlr 
upon  the  dedantion  of  war  between  two  befligerentB,  not  ooif  the  tnflic  hj  aea 
of  ftll  the  net  of  the  neutral  powen  of  the  world  would  be  e^wsed  to  ttte  inecak- 
Taikncee  of  which  they  are  already  DopatMot,  but  the  wbait  failand  ttade  of 
eveiy  natirat  of  the  eartti,  whidi  has  hiUwrto  been  free,  would  be  east  Into  the 
fetters.  ...  It  would  give  to  the  belligerent  the  rl|^  o(  intet[€WMee|p  cmry 
act  of  neutral  domestie  oommeroe,  till  at  last  the  burden  WOuM  be  so  taonnotw 
that  nentnh^  itself  would  become  more  intolenble  thsa  wu,  and  the  ranlt  of 
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tliWMauiiiedT«f(sro,profeMiDg  to  be  founded  on  'theprin^lM  rif  nfamil  jmtinn,' 
would  be  notiiiog  less  tiian  umrerml  and  interminable  hostfliticd."  ' 

Moreover,  although  the  prapoeitioD  now  b^g  most  diacussed 
is  limited  to  forbidding  the  exportation  of  axma  and  munitiooB  of 
war,  once  the  principle  of  suoh  le^elation  finds  approval  it  is  likely 
to  lead  to  etill  further  encroachments  on  neutral  commerce.  The 
next  step  will  naturally  be  to  demand  an  embargo  on  conditional 
contraband,*  whatever  that  may  be,  and  no  one  can  well  foresee 
the  complications  to  which  this  mi^t  lead. 

"If  Medoo,"  said  Mr.  Stmttd,  "diall  preambe  to  ne  yihat  mcrdiAndiae  m 
■hall  not  bbQ  to  French  mbjectai  beoaase  it  ma.j  be  emplc^ed  in  mHitarjr  opontioiw 
agunst  Meiioo,  France  must  equally  be  allowed  to  dietate  to  ub  wbat  mvduui- 
dise  we  dull  ^low  to  be  abipped  t«  Modoo,  beoause  it  mi^t  be  belligvtntlr 
used  against  E^anoe.  Ew;  other  iiatk»  which  is  at  war  would  have  a  Bimilar 
right,  and  eney  oUter  ocnnmscial  nation  would  be  bound  to  respect  it  as  much 
as  the  United  States.  Commeroein  tbat  case,  instead  of  being  bee  or  iodqiendcnt, 
would  eznt  oaiy  at  the  nqirioe  of  war."  * 

Such  bdng  the  justifioation  for  the  present  rule  and  the  practio^ 
objectionB  to  the  proposed  change,  what  can  be  sud  in  the  abetraot 
in  favor  of  chan^g  the  eetablished  rule  of  international  law  in  the 
manner  proposed?  So  far  as  the  writer  is  awu%  the  two  mun  ail- 
ments which  have  been  urged  in  favor  of  such  a  change  are:  first, 
that  it  is  wrong  for  neutral  governments  to  permit  their  citizens  to 
trade  in  munitions  of  war  to  be  used  against  nations  with  which 
they  are  at  peace;  and  second,  that  the  prohibition  of  this  traffic 
would  tend  to  diminish  the  frequency,  duration  and  severity  of  fu- 
ture wars.  The  etiucal  argument  ia,  of  course,  sound  from  the  point 
of  view  that  all  war  is  wrong,  and  that  any  assistance — direct  or 
indirect — toward  carrying  on  war  is  wrong  under  all  circumstances. 
Unfortunately,  however,  the  world  is  not  yet  prepared  to  accept 
this  viewpoint.    If  it  was,  war  would  cease  to  exist  at  once,  and  there 

'  Quoted  in  sec.  1306,  Moore's  IniematUnud  Law  Digfl,  Vol.  VII,  p.  970. 

*  If  it  be  suggested  as  against  this  particular  argument,  that  "oonditional 
ocmtrabaiid"  should  be  abolished  and  a  single  list  of  oontntband  agreed  cm,  as 
reoently  pr(q>oeed  by  the  distinguished  chairman  of  this  meeting,  the  answer  is, 
first,  that  ttiis  proposition  b«a  not  yet  been  adopted;  and  second,  that  any  agreed 
list  of  aboolute  contraband  is  likely  to  be  so  I«Dgtfay  aa  to  involve  a  most  soioua 
stoppage  to  oeubal  commerce  in  time  of  war, 

'  Mi.  Seward,  secretery  tjl  state,  to  Mr.  Bocaaro,  Mesieaa  minists',  Decem- 
ber 15, 1862.  Moore's /nleniahm(iIL(npZ>i0esl,sec.l3O6,  p.  968. 
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vould  be  no  necestdty  for  the  legialation  proposed.  But  granting 
that  wan!  mtist  for  the  present  be  endured  from  time  to  time,  it  in 
submitted  that  it  is  voy 'doubtful  whether  the  proposed  cIianKe 
would  tend  to  render  tiiem  less  frequent  or  less  bloody.  It  would 
mmply  result  in  lai^y  increased  purchases  of  munitionB  of  war 
during  times  of  peace  (unless  it  is  also  proposed  to  prohibit  commerce 
in  munitions  of  war  in  time  of  peace),  and  in  the  great  increase  in 
every  country,  and  particularly  in  the  United  States,  of  the  amount 
of  fixed  capital  invested  in  the  business  of  manufacturing  mimitions 
of  war.  In  other  words,  if  international  commerce  in  munitions  of 
war  were  forbidden  while  wu:  itself  renuuns,  every  country,  accord- 
ing to  its  capacity,  would  have  to  do  as  Germany  has  done  in  antici- 
pation of  failure  to  control  the  seas,  and  every  nation  would  have  its 
own  Essen  and  its  own  "  Kanonen  KOnig."  And  if  by  any  chance  a 
peaceful  country  like  the  United  States  became  involved  in  war 
before  it  had  adjusted  itself  to  the  new  rule  by  buUding  up  great 
establishments  for  the  production  of  arms  and  armaments,  it  would 
pay  dearly  for  its  neglect.  Instead  of  decreadng,  it  is  believed  that 
this  would  increase  the  influences  in  every  state  which  make  for  war, 
imless  the  whole  buoness  of  the  manufacture  of  arms  and  munitions 
of  war  was  everywhere  made  a  government  monopoly,  which  would 
raise  other  interesting  questions — among  them,  whether  or  not 
the  entire  world  has  yet  progressed  to  the  point  where  liberty  would 
be  safe  if  revolution  were  made  practically  impossible  through  uni- 
versal governmental  control  of  the  manufacture  of  munitions  of 
war — questions  which  would  lead  us  too  far  afield. 

Let  us  not  be  deceived  into  thinlting  that  we  can  abolish  war 
by  making  it  more  burdensome  for  neutrals,  and  compelling  even 
the  non-military  nations  to  join  in  the  competitive  construction 
of  gun  factories. 

Is  it  desirable  to  change  the  present  rule  at  this  timet 
So  much  on  the  abstract  question  as  to  changing  the  long- 
established  rule  of  international  law.  But  how  stands  the  case  for 
the  proposed  change  in  view  of  the  actual  conditions  now  obtuning? 
The  proponents  of  the  embargo  proposition  before  Congress  main- 
tained "that  it  is  a  condition,  not  a  theory  which  con^nto  us"; 
tha,t  as  a  practical  matter  Elngland  commands  the  seas,  and  arms 
and  munitions  can  only  be  exported  to  the  Allies  and  not  to  Qer^ 
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many  and  Austria;  that  the  rule  of  international  law- therefore  lacks 
under  these  circumstances  the  "mwal  background"  ^*  which  aup- 
porte  it;  and  to  maintun  it,  is  to  fail  in  genuine  neutfality.  In  tiiia 
connection  referanoe  is  made  to  Jefferson's  statement  that  in  order 
that  "the  purchaaea  of  arms  here  may  work  no  inequality  between 
the  parties  at  war,  the  liberty  to  make  them  will  be  enjoyed  equally 
by  both."  But  the  answer  to  t^  suggestion  is  obvious.  The  liberty 
to  make  purchases,  to  which  JefferaoQ  referred,  is  still  "enjoyed 
equally"  by  both  belligerents,  and  it  is  no  more  the  concern  of  the 
United  States  that  Qermany  is  unable  to  impwt  contraband  because 
the  British  fieet  commands  the  seas,  than  it  would  be  if  her  failure 
to  make  use  of  her  liberty  to  purchase  resulted  from  lack  of  money 
to  pay  for  the  arms,  or,  as  mi^t  well  be  the  cape,  from  the  abundant 
ability  of  the  Knipp  works  to  supply  her  necesmties. 

With  all  deference  to  those  who  talk  about  "changed  condi- 
tions," it  is  submitted  that  suddenly  to  change  our  law  which  oon- 
tonoB  to  our  intemationi^  duties,  because  England  eommands  the 
seas  rather  more  completdy  than  she  did  a  hundred  years  ago,  is 
simply  to  intervene  to  undo  the  electa  of  her  naval  preparedness 
and  naval  victories.  There  was  a  time  not  so  very  long  ago  when 
Germany  was  victorious  in  the  South  Pacific.  Would  it  have  been 
fair  for  Chile  immediately  after  the  German  victory  to  have  tot- 
bidden  the  exportation  of  arms  and  ammimition,  on  the  ground  Uiat 
none  could  get  through  to  En^and? 

Again,  it  ia  suggested,  and  this  time  in  an  official  memorandum 
of  the  German  government,  titat  it  makes  a  difference  that  "all 
nations  having  a  war  material  industry  worth  mentioning  are  in- 
volved in  the  war  themselves,  or  are  engaged  in  perfecting  their  own 
armaments,"  and  therefore  the  United  States  is  "the  only  neutral 
country  in  a  position  to  furnish  war  materials."  "     With  all  defer- 


1  Bartbold'B  BtBteinent  betan  the  House  Conunittw  ot 
Far&ga  AfFoirs,  December  30,  1914,  Hearinga  on  H.  J.  Rei.  377,  378,  p.  26,  etc. 
See  also  the  rcfennoe  in  the  laaaanBdmn  of  the  German  gownment  handed  to 
the  State  DeputtnaDt  by  tjie  Qaman  nmhnnnndnr.  April  4,  1916,  to  ''this  one- 
aided  supplying  <rf  ums,"  and  to  the  "theoretical  willingneaa  to  supply  Gfmuuy." 
See  BUpra,  p.  171,  note. 

"  '"The  situation  in  the  t^eaent  war  differs  from  tfa&t  irf  any  previous  war. 
Therefore  any  reference  to  arma  fumiahed  by  Germany  in  former  wan  ia  not 
justified,  lor  tlien  it  was  not  a  question  wkethtr  war  material  should  be  supplied 
to  the  belligvaits,  but  who  riloiild  supply  it  in  oompatition  with  otiier  nation 
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eooe  it  u  suboiitted  that  it  would  be  very  angular  if  dther  the  legal 
«■  the  monl  r^ts  of  the  United  States  as  a  neutral  could  be  afFeeted 
hy  tbe  Bumba  of  the  belligerenta  or  the  charaoto-  of  thear  industriea. 

It  IB  argued  in  the  sajne  German  memorandum  that  it  makes 
a  diffevuiee  at  least  "in  accordance  with  the  ^irit  (^  true  neutnJ- 
ity"  that  the  anus  industry  of  the  United  States  is  being  developed 
through  the  enlargement  of  the  present  establishments  and  the 
building  of  new  ones.  "  But  surely  it  is  no  new  thing  for  war  to 
create  as  well  as  to  destroy  industries  in  neub«l  nations.  One  u  as 
legitimate  as  the  otiker,  provided  the  rules  of  iutematifHial  law  are 
observed.  Belligerents  cannot  eat  titeir  cake  and  have  it.  Simi- 
lar suggestions  to  the  effect  that  the  le^timaoy  of  trade  in  ocmtra^ 
band  was  effected  by  its  size  have  been  made  in  the  past,**  but 
have  never  found  a  lodgment  in  the  law.  It  is  submitted  with  all 
deference  that  they  are  totally  impractical — as  impractical  as  it 
has  been  found  to  be  to  make  mere  bigness  a  test  of  the  violation 
oi  the  Sherman  anti-bust  act. 

Precedent  for  the  proposed  action  under  such  circumstances  as 
the  present,  there  is  absolutely  none.  Obviously  our  embargo  on 
the  exportation  of  munitions  of  war  in  1794,  when  war  with  England 
titreatened,  our  general  embargo  of  thirty  days  just  b^txe  the  war 
oi  1S12,  and  our  emba^o  on  the  exportation  of  arms  and  munitions 

Ib  tbe  pregmt  war  all  uatMuu  hsving  a  war  nuteriBl  induBtoT  Torth  mantioiung 
are  eithtr  involTed  in  the  war  tbemselves  or  are  engaged  in  porfecting  their  own 
umamenta,  and  have  thsKfore  laid  an  eaobargo  againat  the  ezpOTtatico  fd 
war  material.  The  United  States  is  accordingly  tbe  only  neutral  country  in  a 
pgsitioa  to  furnish  war  materials.  The  oonccfitkai  ot  neutrality  ia  thereby  givea 
a  new  purport,  independently  of  the  iorniai  queetiim  oi  hitherto  arjgtjrn  Uw." 
(German  TT^«TTlnf^TM^1]Tn  enGlosed  in  the  note  oS  the  Impair  Gennan  SmbaoBy  of 
April  4,  IQlfi.) 

"  "In  contradiction  thereto,  the  United  States  is  building  up  a  powerful 
anna  induaby  in  the  broadest  sense,  the  enating  plants  not  <mly  being  wwked 
but  enlarged  by  all  available  meana,  and  new  onee  built.  The  international  oon- 
ventiona  ttx  ttu  protection  of  the  rights  ot  neutral  nationa  doiil)tlsaB  tpnuf  from 
the  neoeaaity  of  protecting  the  existing  industxtes  of  neutral  naticms  as  far  ■■ 
possible  from  injury  in  their  business.  But  it  can  in  no  event  be  in  accordance  with 
the  qiirit  of  true  neutroUty  if,  under  the  protection  of  mioh  intematicHud  stipiila- 
tions,  an  entirely  new  industry  is  created  in  a  neutral  atat«,  audi  as  ia  the  develc^ 
ment  of  the  arms  industiy  in  the  United  States,  the  buaineai  wher«of,  under  the 
present  conditions,  can  benefit  only  the  belligerent  powen."  (German  mono- 
randum  mdoeed  in  tlie  noU  of  the  Imperial  German  Embaaey  of  April  4,  1916.) 

"See  Moon's  Digat,  Vol.  VTI,  p.  960. 
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of  war  in  1898,  just  before  we  went  to  war  with  Spain,  are  not  in 
piunt,  unless  the  pending  legislation  be  advocated  as  a  precaution 
in  view  of  our  possibly  becoming  involved  in  the  war.  The  recent 
embargoes  on  tiie  exportation  of  arms  and  ammunition,  instituted 
by  neutral  nations  such  as  Italy  and  Holland,  which  have  mobilised 
and  are  admittedly  making  every  preparation  for  posable  if  not 
probable  participation  in  the  great  struggle,  are  likewise  not  in 
point.  Not  are  tdmilar  embargoes  recently  declared  by  certain 
other  neutral  nations  of  Europe  which,  in  addition  to  their  deure  to 
keep  all  their  munitions  of  war  for  possible  use  at  home,  are  also 
probably  influenced  by  their  desire  to  free  their  coounerce  as  far  as 
possible  from  interruption  by  English  cruisers  searching  for  contra- 
band destined  for  ultimate  trans-shipment  from  the  neutral  country 
to  Germany. 

As  little  relevant  is  our  prohibition  (under  the  old  Spanish 
war  resolution  of  1898)  of  the  shipment  of  arms  and  ammunition 
to  San  Domingo,  in  1905,  in  ud  of  the  pacification  of  the  republic 
in  connection  with  the  administration  of  the  Dominican  customs 
and  the  adjustment  of  the  Dominican  debt  through  the  ajd  of  the 
United  States. 

But  the  great  reliance  by  way  of  precedent  of  both  the  domestic 
and  forogn  critics  of  our  present  and  time-honored  policy  of  pei^ 
mjtUng  unrestricted  trade  in  contraband  is  the  act  of  March  14, 
1912,  which  provides: 

Tluit  wbcoevs  Uie  prendent  ehall  find  that  in  any  American  oounby  ocmdi- 
tiona  of  domestic  Tiolence  eziM  which  are  promoted  by  the  use  of  anna  at  muni- 
tiaoa  of  war  procured  tnta  the  Unitod  States,  the  president  is  hereby  autluHiaed, 
in  his  diaoeticn,  aod  with  Kieh  limitations  and  exceptions  as  shall  seem  to  him 
expedient,  ta  pndubit  by  proclamation  the  extort  of  arma  tx  munitionB  of  war 
frmn  ai^  place  in  the  United  States  to  such  coonby  until  otherwise  ordered  t^ 
the  prealdeot  tjr  by  Congreaa. 

This  is  not  the  place  for  a  discussion  of  the  merits  of  this  law 
or  the  action  which  baa  been  taken  under  it  by  President  Taft  and 
Precddent  Wilson,  with  reference  to  Mexico,  except  to  submit  that 
tiie  whole  pohcy  of  the  United  States  in  this  connection  has  been 
founded  upon  what  were  thought  by  Cougreas  and  the  executive 
to  be  the  peculiar  relations  existing  between  the  United  States  and 
the  other  American  repubhcs,  and  not  upon  the  general  principles  of 
international  law  governing  the  relation  of  neutrshty.    As  was  aud 
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in  ft  statement  ffvea  out  at  the  White  House  at  the  time  of  the 
prarident's  proclamation,  February  3, 1914,  rusing  the  embargo  on 
the  exportation  of  arms  and  munitions  of  war  to  Mexico,  "The  Ex- 
ecutive order  under  which  the  exportation  of  arms  and  mui^tions 
of  war  into  Mexico  was  prohibited  was  a  departure  from  the  ac- 
cepted practice  of  neutrality."** 

"  Certain  gntenl  ozpremiona  in  PreodeDt  WiIbod'b  addicBi  to  CongreM  in 
ngaid  to  tbe  Menosn  ntu&ticoi  on  August  27,  1818,  aie  Bunetinm  relied  oa  m 
mippiMtiaf  k  diSvent  view.  Than  ezpraniona  are:  "It  ma  our  duty  to  oSw 
OOT  aotm  ■■iirtinnt  It  ia  now  oui  duty  to  ehow  what  true  neotrftli^  will  do 
to  outble  tbe  people  of  Mexioo  to  set  their  n&aira  in  order  agkin  and  wait  for  a 
furUur  opportunity  to  offer  our  friendly  oounsela.    ... 

"For  the  net,  I  deem  it  my  duty  to  exeteiae  Um  authority  eooferred  upon  me 
by  the  law  (^  Martii  14, 1912,  to  eee  to  it  Uwt  neither  aide  to  the  atruggle  now  going 
aa  in  Mexico  receive  any  aanstanoe  from  this  aide  of  the  border.  I  ahall  Ecdlow 
tbe  beat  practioe  irf  nationa  in  the  matter  of  neutrality  by  foibiddiag  the  ta^atttr 
tioD  of  anna  or  munitiona  of  war  erf  any  kind  from  the  United  Statee  to  any  part 
id  the  iqndilia  of  Mesioo — a  pdiey  auggeated  by  eevend  intaestittg  preoedenta^ 
and  eertalnly  dictated  by  many  numiteat  oooaidentiou  of  imtotiod  expedioi^. 
We  oaonot  in  the  eircumstanoee  be  the  partisana  of  either  party  to  ^  oonteat 
that  now  diatiaete  Meziao,  or  ooutitutfi  ouraalree  the  nrtual  ompire  betWeca 


It  ia  aubmitted,  however,  that  time  general  eqireaaiona  ahould  be  a 
in  cmmeotioo  with  tJie  predae  point  under  diaouaaion  h«re  wluch  was  the  que^ 
tko  of  prohibiting  the  e^xirt  of  anna  and  ammunition  to  both  aidea  and  not  merely 
to  the  Conotitutionaliata,  as  had  theretofore  beat  done.  If  the  C«>atitutianalista 
and  tbe  f (H«ea  of  General  Huerto  had  been  independent  nationa,  ocvreotneubaUty 
would  of  oourae  iiaTe  required  any  embargo  tm  the  e^Mirtaticn  of  aima  and  am- 
munition to  be  enf  ca«ed  equally  againat  both.  It  ia  aubmitted  that  the  recent 
German  memorandum  ia  not  entirely  hapi^  in  its  reference  to  thii  Modoan  {»eo- 
edcnt.    Itiaaud: 

"On  February  4,  1914,  Fneident  Wils(m,  aoooiding  to  a  atatement  of  a 
Rei»oaaitatiTB  in  Cong^eaa  in  tbe  Committee  for  Foreign  AfFain  ol  Deoem- 
ber  30,  1914,  upm  the  hftzng  of  Um  vnba^o  on  anna  to  Mezioo,  deolared  that 
'we  ahould  atand  for  genuine  neubv^^,  oonriderii^  tbe  amrounding  facta  of  the 
caae.  .  .  .'  Hethenheld  that 'in  that  caae,  becaumCarranu  had  no  porta, 
whfle  Hnerta  had  them  and  waa  able  to  import  thene  materials,  that  it  was 
our  duty  as  a  nation  to  treat  (Carranu  and  Huerta)  upon  an  equality  if  we 
wiabed  to  obeerve  the  true  spirit  of  neutrality  aa  oomi>ared  with  a  mero  paper 
neutnli^.' " 

Pieeidait  Wilam's  proclamation  of  February  8,  1914,  lifted  the  embargo  on 
tbe  ground  that  "as  the  conditions  m  which  the  proclamation  <d  March  14, 1912, 
was  baaed  have  eaeentially  changed,  and  as  it  ia  desirable  to  plaoe  the  United 
Statea  witfa  reference  to  the  exportation  <rf  arms  or  munitiona  ol  war  to  Mezioo 
in  the  aame  poaitian  as  other  powers,  the  aaid  proclamation  ia  hereby  revoked.'' 

(otbe) 
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Another  incident  i^di  has  been  very  mueh  oTerw(»ked  is  the 
suppoeed  Bt<qq>ing  by  tlie  Oerman  government  of  a  ship  "kmded 
with  arms  and  munitions  of  war""  bound  from  Hamburg  to  Spain 
during  the  Spanish-American  war  of  1898. 

According  to  imees  dispatches  the  German  ambassador  at  the 
time  of  ^ving  out  the  text  of  the  German  memcnandum  (A  Aptii  4, 
1916,  mentioned  the  Incident,  and  quoted  a  portion  of  Mr.  Andrew 
D.  White's  account  in  lus  autotnography.  The  facts  of  this  incident 
Mefiy  r^ted  by  Mr.  White**  an  soon  fully  shown  in  tiie  appended 
statement  obtained  on  informal  application  at  the  department  of 
state."    It  will  be  observed  that  no  shipment  of  contraband  was 

Ilia  prodanution  ms  Moompanied  by  tiie  White  Houib  iiIi>iiiiiiiiI  quoted  in 
Un  toit,  fnm  the  praM  dt^Mtehee  of  lUnuiy  4,  1B14,  whidi  aaota  in  the 
tiMnettCRiM  that  Ma  orifrmal  impMittm  ef  Urn  miAarto  hj  Uie  United  StatM 
omhr  act  of  Hvoh  14,  1913,  waa  not  an  aapresnm  of  this  goTOnment's  ooa- 
aaptioa  of  ita  dntjr  aa  a  neatnd. 

*  BiBariagi  brfore  the  Oommittaa  ti  Wanat^^  Affaira  of  the  Houn  on  H.  J. 
Ran.  877-478,  Deombw  80,  1014,  p.  38. 

*■  "Aa  to  the  oondaet  of  Germaoy  dunog  our  war  with  ^nin,  while  the  pnm, 
with  two  or  three  tacoeptiooA,  waa  anything  bsl  bmudif,  and  while  a  large  majority 
of  the  ptofiB  wore  hostile  to  ua  on  aeoouot  of  the  natwal  aympethy  with  »  amall 
poxnr  battliag  aganat  a  largsr  con,  Hm  ooone  of  the  Imporial  goTBnmcnt,  eepo- 
tmOy  tS  the  Fanipi  Oflleo  osdcr  Connt  too  Bttlow  aad  Baron  von  Ridithofcn, 
waa  all  that  ooold  bo  d«ind.  IndaBd,tb(7wentaD^oDaneoecaaianaBafaWMt 
to  klatm  ua.  Ihe  AmBrion  ohibiiI  at  Hai^Mfg  having  notified  me  by  teiqriiane 
that  a  Spaniah  veaaei,  auppoaed  to  be  loaded  with  arau  for  nse  againat  ua  in  Caba, 
was  about  to  have  that  port,  I  baatened  to  (he  Foraipk  Offioa  and  weed  that  vig- 
orona  aMpa  b*  Ukm,  with  ttie  resaK  tiwt  the  vaaad,  wfaMi  m  the  meantiniB  bad 
htft  Hambnrg,  waa  onrimnled  and  aeaRbad  at  tin  mouth  of  the  EUn.  Iha  Qh^ 
man  govemmeat  migfat  easily  have  pleaded,  in  answer  to  my  request,  that  the 
Ametioan  gonrnmant  bad  ganvally  Aown  iMf  opposed  to  any  audi  interferenoe 
wiUi  the  rii^nanta  of  Bnall  anta  to  beUigMts,  and  had  eontskded  that  it  waa 
not  oUiged  to  eaatflh  lemeb  to  find  auth  oontr^iand  of  war,  bat  that  thia  duty 
waa  ineumbent  upon  the  belUgavnt  natkm  ooioemed."  (Autobiogi^ihy  <rf 
Anbvw  D.  White,  Chapter  XVI,  pp.  MB,  169.) 

"  "It  annais  that  nn  May  18, 1888,  Amba«adw  Andrar  D.  White  reoeived 
a  talei^Mnis  meaniie  from  the  AmacioBn  amanl  at  Hamborg  that  the  Spanirii 
ahq)  Pteam  would  Bail  withm  an  hour  for  Cardiff  to  take  on  a  eaigo  of  ooal  for 
Spanieh  port;  that  a  part  trf  tiie  meaaage  waa  indistinot,  and  thai  it  conld  not  be 
iharlj  nndentoad  whether  Ihe  dup  was  or  waa  not  liable  to  seiaum  on  other 
pounds.  Ihft  ambaaaador,  tkarefme,  not  desiring  to  awnr  deiay  by  aAmg 
eotptaoatinna  wnt  hnmadiat^  to  the  Ferdgn  OSea  and  aaked  for  the  amst  aad 
saveh  of  the  v^ael,  and  it  was  promised  tiut  ovsything  poanble  AouM  bedono. 

"  On  tbs  next  monfag  the  amfaamadar  leeeived  a  tdepam  foxn  tfaa  Amatioan 
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"stopped  "  bui  at  the  request  of  the  unbaaaMlw  a  ihip  was  searched, 
no  (xmtraband  bung  in  fact  found.  The  ambaaaador  requested  a 
search  of  the  ehip  on  the  strength  of  tui  iodistinet  telephone  meeiage 
trotn  the  American  oonBul  at  Hambuii  which  left  Mr.  White  in 
doubt  as  to  whether  or  not  the  ship  in  question  mig^t  not  be  llatde 
to  a^ure  on  other  ptjunde  than  the  carriage  of  contraband.  Delay 
was  impoeuble  eince  the  ehip  was  about  to  sail.  As  soon  as  the 
department  of  state  heard  of  the  incident  it  instructed  the  ambassa- 
dor to  ascertain  whether  or  not  there  were  "any  laws  or  regulations 
in  force  in  Germany,  forbidding  the  shipment  of  contraband  of  war," 
observing  that 

It  IB  important  that  if  any  auoh  lam  n  regulationa  cskt  this  gortoiuiwnt  and 
ib)  agents  may  be  infcHmed  of  them  BO  BB  to  mvoid  the  emboiraHiMatB  whidi  might 
•risQ  if  it  aboutd  ttppetx  to  jmiteat  on  the  gaaera]  prindplea  (A  iDtcnuttional  Uw 
i^ainst  neatral  govtnunoita  allowing  artioleB  regarded  manly  an  oontraband  of 
war  to  be  shipped  from  thai  ports. 

The  ambaasadoF  reported  that  there  were  no  such  laws  or  r^pila- 
tions  in  force,  and  the  matter  was  dropped. 

It  is  submitted  that  neither  aa  an  abstract  proposition,  nor  in 

ooDSul  that  the  Pinton  whm  pamng  CuxhsTen  the  preoeding  night  was  seardied 
for  war  oontrab«md  by  wder  of  Uw  German  Chancellor,  but  that  nothing  was 
found. 

"Upon  receipt  of  this  information  on  JuneS,  1898,  the  Dqwrtment  instructed 
the  ambasHtdor  that: 

"  'In  Tisw  (rf  the  rapcaied  aoticm  id  the  Inqierial  German  govemmant  in 
diraeting  the  search  of  the  Pinton  for  motrabaitd  of  war  the  Department  denres 
to  be  advised  as  to  iriietbs  Ui«e  are  ai^  laws  or  regulationa  in  fwee  irttioh  forbid 
the  shipment  of  oontaaband  o!  war  from  Bamburg  or  any  other  German  port. 
It  is  assumed  that  you  can  obtain  sudi  informaticm  without  ^iidying  to  the  Qet- 
man  goranmeot  tar  it.  It  is  impcvtant  that  if  any  audi  laws  or  regulatioos  enst 
this  government  and  its  agenta  may  be  infmned  of  them  an  as  to  avoid  the  em- 
barrassments wbidi  mi^t  arise,  if  it  dionld  wpear  to  protest  on  the  ceoeral 
ivindples  of  international  law  against  neutral  govenunenta  allowing  artiolea 
regarded  DMtety  aa  oontnbanda  of  war  t»  be  shipped  from  their  portM.' 

"In  xvfiiy  to  this  inatruetion  the  Ambassador  on  inty  22  infOTmed  the  Depart 
ment  without  applioaticn  to  the  Gennan  goremmait  for  pontire  information  on 
the  subject  that  he  had  bom  unable  to  asecrtMn  that  there  had  ever  bean  any 
legislation  upon  the  subject  of  contraband  in  the  Empire.  Hie  ambaaaador  added 
that  Germany  had  never  issued  a  proolamation  erf  neutrality,  and  that  the  Reioha- 
tag  had  not  discussed  the  question  of  oontraband  snioe  1894,  and  that  the  Em- 
baaay  had  no  knowledge  of  the  imoe  of  any  regulations  on  the  subjeot  sinee  the 
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view  of  the  particalar  facts  now  obtuning,  neither  as  a  matter  of 
reasoD  nor  of  preoedent,  should  the  United  States  depart  &om  the 
well-established  rule  of  international  law  which  secures  to  the  in- 
habitants of  neutral  countries  the  right  to  engage  in  trade  in  contra- 
band of  war,  subject  to  the  customary  external  penalty  of  c^ture 
and  confiscation  at  the  bands  of  the  belligerents. 
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THE  SALE  OF  MUNITIONS  OP  WAE  BY  NEUTRALS  TO 

BELLIGERENTS 

Bt  Chablss  Noblb  Gbboobt,  LL.D., 

Waahington,  D.  C. 

With  respect  to  the  rights  of  our  citizens  as  aeutrals  to  sell 
munitioiiB  of  w&r  to  any  belligerent  power,  it  is  submitted: 

1.  That  these  rights  are  in  no  way  denied  l^  the  rules  of  intei^ 
national  law. 

2.  That  these  rights  are  not  forbidden  by  any  municipal  statute 
or  ordinance  except  as  to  vessels  of  war  and,  in  certain  limited  cases, 
as  to  our  neighboring  American  republics,  when  the  latter  are  in- 
volved in  oivU  strife. 

3.  That  such  rights  have  been  constantly  exercised  in  this 
country  ance  the  beginning  of  its  history  and  in  like  manner  have 
been  habitually  exerdsed  by  the  manufacturers  of  the  most  en- 
lightened  commercial  nations  of  the  world,  not  only  in  remote  times, 
but  during  all  recent  wars. 

4.  That  such  rights  were  fully  recognised  and  reserved  by  the 
conventions  of  the  Second  Hague  Conference  in  1907. 

5.  That  the  maintenance  of  such  rights  is  wise  and  necessary 
as  their  abolishment  would  force  upon  all  nations  a  policy  of  the 
highest  military  and  naval  preparedness,  which  policy  is  one  of  vast 
economic  loss  and  deeply  hostile,  instead  of  favorable,  to  peace. 

6.  That  the  fact  that  certain  belligerents  are  prevented  by  the 
forces  of  the  other  from  taking  advantage  of  our  markets  does  not 
make  sales,  to  those  who  have  such  access  a  breach  of  neutrality. 

7.  That  the  powers  which  most  severely  attack  this  right  have 
greatly  profited  by  habitually  exercising  it  in  all  recent  wars  and, 
under  parallel  circumstances,  where  the  nkarket  was  accessible  to 
but  one  of  the  belligereiAs,  have  continued  these  sales  to  the  other. 

As  to  the  three  first  propositions  that  the  right  is  denied  1^ 

neither  international  nor  municipal  law  and  has  been  constantly 

exercised,  one  cannot  do  better  than  to  quote  a  communication  by 

Thomas  Jefferson,  Washii^ton's  secretory  of  state,  and  often  deemed 
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the  founder  of  one  of  our  great  political  parties,  to  the  British  minis- 
ter, May  16,  1793.    Mr.  Jefferson  says: 

Our  dtUens  have  beta  always  &ee  to  make,  vand  and  export  amu.  It  is  the 
oonstant  occupation  and  livelihood  of  some  of  them.  To  Buppreas  thair  callings, 
the  only  means  perhaps  of  their  aubmstence,  because  a  war  eziats  in  foreign  and 
distant  coontriee,  in  irtuch  we  have  no  oonoem,  would  scarcely  be  expected.  It 
would  be  hard  in  principle  and  iropossible  in  practice.  The  law  of  nations,  there- 
ton,  respeoting  the  ri^ts  of  thoee  fd  peace,  does  not  require  from  them  such  an 
internal  disarrangement  in  their  ocoupatiioiu.  It  is  satisfied  with  the  estconal 
penalty  pronounced  in  the  president's  proclamation,  that  of  oonfiacation  of  such 
portion  of  tbeae  arms  as  shall  fall  into  ihe  haadi  of  any  of  the  beUigenots'  powers 
on  their  way  to  the  pent  of  their  eaanies.' 

AlraoiDder  HamiltOQ  is  clear  in  his  declaration  to  the  same  effect 
in  his  Treasury  Circular  of  August  4,  1793,  which  declares: 

The  purchasing  within,  and  exporting  from  the  United  States,  by  way  of 
menduuidise,  utidcs  oonuncn^  c^led  oontrabtuid,  being  generally  war-like 
instruments,  and  military  stores,  is  free  to  all  the  parties  at  war,  and  is  not  to  be 
inKofered  with.* 

Id  1796  Mr.  Adet,  minister  of  France,  complained  of  the  export 
of  contraband  of  war,  namely  horses,  to  the  enemies  of  France  but 
Mr.  Pickering,  secretary  of  state,  maintained  such  practice,  subject 
to  the  right  of  etizure  in  transit.  He  collects  judicial  decisions, 
both  state  and  federal  to  support  his  views. 

When  in  1862  our  neighboring  republic  of  Mexico  complained 
of  the  export  of  military  supplies  from  the  United  States  to  that 
country,  on  French  account,  Mr,  Lincoln's  secretary  of  state, 
William  H.  Seward,  replied: 

If  Mexioo  ahaU  prescribe  to  us  what  merchandise  we  shall  not  sell  to  Flench 
subjects,  because  it  may  be  employed  in  military  operations  against  MestM, 
France  must  equally  be  allowed  to  dictate  to  us  what  merDbaudise  we  shall  allow'''^ 
to  be  shipped  to  Mezioo,  because  it  might  be  belligerently  used  against  i>aaoe.  ** 
Every  other  nation  which  is  at  war  would  have  a  sinular  right,  and  every  other 
oomm«rdal  nation  would  be  bound  to  respect  it  as  much  as  the  Unit«d  States. 
Commerce,  in  that  case,  instead  oS  being  free  and  independent,  votM  esUt  only 
at  lAe  caprice  o/  tmr.* 

'Mr.  Jeffen(Hi,seaietary  of  state,  to  British  minister.  May  IS,  179S.  SM.S; 
Dom.IM.tOl;  I  Ainmiom8UilePapene9,147;  S  Jeff*nm'iWorkM,Pp.566,SeO. 
quoted,  7  tf  oore'*  Digut,  p.  955. 

'Amcrieon  Stats  Papen,  Foreign  Seporta,  p. 140;  quoted,  Moar^t  Digttt,  p.  955. 

'  Mr.  Seward,  seoetaiy  of  state,  to  Mr.  Romero,  Mexican  Minister,  December 
16, 1862.    MS.  NoUi  to  Mexioo  VII,  215-7;  Moor«'>  Dii/ett,  p.  968. 
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Tbe  obore  extraot  haa  eflpecinl  force  when  we  recall  the  ttnng 
oppoation  of  this  goTemmeDt  and  of  Mr.  8eward  to  the  French 
occu|Httion  of  Mexico,  yet  the  pruunple  was  announced  tbot^b 
contrarr  to  national  ssrmpatl^  and  personal  feeling. 

Mr.  John  Baaaett  Moore  collatee,  in  hia  invaluable  digest, 
fflghteen  pages  of  extracts  from  the  utterances  of  our  preadenta, 
secretaries  of  state  and  other  high  officials,  to  like  effect,  including  in 
addition  to  those  named,  Presidento  Pierce  and  Qrant;  secretaries 
of  state  Henry  Clay,  Marcy,  Fish,  Evarts,  Bayard,  Frelinghuyeen 
Blune,  Foster,  Oln^  and  John  Hay;  attorneys  general  Speed  and 
Harmon;  also  a  clear  and  strong  opinion  by  Mr.  Elihu  Root,  when 
Umted  States  district  attorney  for  New  York.* 

Turnii^  from  the  utterances  of  our  executive  officers  to  the 
courts,  we  find  the  latter  hold  connstently  that  a  contract  for  the 
export  of  contraband  by  neutral  dtizens  to  a  belligerent  is  neither 
unlawful  nor  immoral;  that  it  is  merely  subject  to  frustration  by 
the  other  belligerents  by  seizure  on  the  high  seas  or  in  belligerent 
territory;  that  courts  of  justice,  therefore,  though  refusing  to  aid 
all  illegal  or  immoral  contracts,  or  those  agunst  public  policy,  yet 
fully  recognize,  enforce  and  give  damages  for  breach  of  such  con- 
tracts as  above,  recognising  them  as  innocent  and  the  rights  founded 
thereon  as  meritorious.* 

In  that  case  Lord  Chancellor  Westbury  quoted  the  opinion  of 
our  own  Supreme  Court  per  Story  J.  (perhaps  our  greatest  judirial 
scholar  in  international  law)  in  the  Santissima  Trinidad  (7  VPIieaton, 
p.  240)  that  "there  is  nothing  in  our  laws  or  in  the  law  of  nations 
that  forbids  our  citizens  from  sending  .  .  .  munitions  of  war 
to  fore^^  ports  for  sale.  It  is  a  commercial  adventure  which  no 
nation  is  bound  to  prohibit,  and  which  only  exposes  tbe  persons 
engaged  in  it  to  the  penalty  of  confiscation." 

In  1905  the  English  courts  held  like  doctrine  as  to  the  shipment 
of  contraband  during  the  Uusso-Japaneee  war.* 

In  1901  the  United  States  Circuit  Court  for  the  Eastern  Dis- 

«  Bm  7  Jfoorw'*  DigHl.  pp.  M&-078. 

*Sm  Bx  Parle  ChansM  In  Be  Qnnbraok  S4  L.  J.  N.  B.  Bankmptejr  17 
(Smtfi  Com*  on  IntmuUtoiial  Lma,  p.  779). 

*Bea  I«w  Qusraatn  and  Trust  Soe.  m.  RuMiwa  Baaln  S.  B.  Dfv.  H.,  Gt. 
Iaw  TimeB,  Vol.  XVUI,  p.  603.  Sm  abo:  t  OppanMm  IntrntaHmMl  Lav,  p. 
431;  Taylor  IiOtnuUitmal  La»,  p.  741. 
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triet  of  Louisiaiia  wsb  applied  to  by  three  petsonB,  owners  of  property 
in  the  South  African  republic,  to  reatrain  the  export  of  horses  and 
mules  from  the  United  States  by  Great  Britain  for  use  in  the  Boer 
war,  but  such  relief  waa  denied,  and  the  traffic  in  contraband  was 
held  by  the  court  to  be  lawful  and  the  rule  not  changed  I9  the  treaty 
relating  to  the  Alabama  Claims.' 

The  Hague  Conference  of  1907  adopted  the  following  oonven- 
tioii  as  to  neutral  duties  in  war  on  land  and  also  as  to  maritime  war: 

A  neutral  power  ia  not  boimd  to  prevent  the  export  01  trsnait  on  beluJf  of 
one  or  the  other  of  tlte  beUigereots  td  anna,  munitione  of  war,  or,  generally,  of 
uqihlcg  iriiieh  ean  be  of  uae  to  an  army  or  fleet.' 

The  note  in  Herahey's  Essentiaia  of  IrUemationai  Public  Law 
page  459,  to  the  above  shows  that  official  protests  by  belligerent 
governments  against  this  right  are  heard  in  nearly  every  war. 
That  the  view  represented  by  these  protests  is  championed  by  a 
sm^  band  of  publicists,  notably  Hautefeuille,  Fhillimore  and  Kleem, 
Professor  Hershey,  who,  by  the  way,  holds  a  doctorate  from  Heidel- 
berg University,  adds  very  justly,  "It  is  without  sanction,  either 
in  theory  or  practice. " 

One  of  the  expert  delegates  of  the  United  States  at  The  Hague 
told  this  writer  within  the  week  that  he  remarked  at  The  Hague  that 
apparently  the  mun  object  of  the  Conference  waa  to  prevent  any 
int^erence  with  the  export  of  arms  by  the  Krupps  at  Esaen. 

Theae  Hague  Conventions  were  generally  ratified — Austria- 
Hungary  and  Germany  both  ratifiying  them  on  November  27,  1909. 
I  do  not  refer  to  theae  conventions  aa  establishing  any  new  rule  but 
as  stating  clearly  and  agreeing  ezplioitiy  to  the  existing  rule. 

Turning  from  the  legality  to  the  policy  of  the  rule  in  question, 
it  is  submitted: 

That  a  system  under  which  a  peaceful  commercial  state  may 
not,  when  attacked,  uae  her  caah  and  her  credit  in  the  internatiomd 
markets  to  equip  herself  for  defense  is  intolerable  and  in  every  way 
pernicious. 

The  war-like  and  aggressive  nation  chooses  the  moment  of 
attack  and  is  naturally  fully  equipped.     If  the  nation  aasuled 

*  See  Feanon  n.  Panon,  108  Fed.  R.  461.  The  number  of  judioial  dtatiooa 
might  be  muoh  increaaed  if  it  vere  neccMnry. 

*  ^  KefOi.ey't  E»»mMai»  (^  iTUemtMotnl  Ixta,  pp.  450  twd  467. 
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cannot  replenislt  her  supplies  from  outmde  she  miut  alwa3ra  mun- 
tain  thbm  at  the  top  notch  of  efficiency  or  she  exposea  herself  to 
rain. 

If  a  nation,  the  moment  she  becomes,  williagly  or  unwillingly, 
a  belligerent,  is  helpless  to  augment  her  defensive  equipment  from 
oatcdde,  if  she  cannot,  as  this  writer,  if  he  may  be  allowed  to  quote 
himself,  said  recently  in  the  OuUook,  import  "a  pound  of  powder,  a 
gallon  of  petrol,  an  ounce  of  copper,  a  gun,  a  sabre,  a  hamees  or  a 
horae, "  then  a  wasteful  system  is  forced  on  all  nations  under  which 
th^  must  alwt^a,  without  intermission  or  relaxation  maintain 
their  defenses  and  warlike  supplies  on  a  war  footing  of  the  highest 
efficiency  and  amplitude. 

One  of  the  ripeet  scholars  in  international  law  was  the  late 
Professor  Westlake,  one  of  the  founders  and  presidents  of  the  Insti- 
tute of  International  Law.  Moreover,  his  was  one  of  the  clearest, 
strongest  and  fairest  minds  addressed  to  international  questions. 
In  1870,  when  a  former  Count  Von  Bemstorff,  then  German  ambass- 
ador at  London,  protested  against  the  export  of  military  supplies 
from  flngland  to  France  during  the  Franco-German  war,  Professor 
Westlake  dlBCUBsing  the  effect  of  forbidding  such  export  wrote: 

One  disadvantage  of  no  ordinary  magnitude  I  can  plainly  aee.  The  manifest 
teodency  of  all  rules,  which  interfere  with  a  bdligerent's  power  to  reomit  hia 
reaouTces  in  the  markets  of  the  world,  is  to  give  the  victory  in  war  to  the  belligerent 
who  is  beet  prepared  at  the  outaet;  therefore,  to  make  it  neoesaory  for  atatea  to  be 
in  a  constant  condition  <A  prepivedneee  tta  war;  therefore  to  make  war  mon 
probable. 

In  other  words,  as  Professor  Westlake  has  pointed  out,  it  would 
tend  strongly  to  force  fdl  nations  to  the  extreme  of  militarism,  a  pol- 
ity economically  impoverishing  and  also  most  perilous  to  peace.  The 
policy  of  open  neutral  markets  for  war  supplies  enables  peaceful 
wealth  to  be  transmuted  and  defense  to  be  rapidly  provided. 
Neutral  markets  would  not  be  denied  the  i^gressor  by  the  restriction 
since  he,  knowing  hia  plans,  could  lately  provide  for  them  before 
belligerency.    As  this  writer  lately  observed: 

Wan  now  are  andden  as  oonflagrationa  in  tbmr  origin  and  the  advantages  of 
prqkaration  and  initiative  are  immraiae.  Why  make  them  vastly  greaterT  Why 
tempt  to  secret  preparation  and  sudden  aggression  by  greatly  reducing  tiie  re- 

*  Ccdiated  p^wrs,  WtOlake  on  PuWe  IiUematumal  Lou,  p.  391. 
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MuniM  and  ftTub  of  the  dcf  cadrng  pcnrarT  Wki/  aid  Ou  wolf  and  kamalrimg  A* 
lombf  Why  l^  a  ahaoce  of  law  and  policy  aid  and  nujouiage  the  predatwy 
poUojr  and  debilitate  defmse?  Such  change  must  stimulate  war  and  diaoounvie 
peaoe. 

It  is  therefore  opposed  to  the  general  interest  of  tnanldnd  uid 
the  preee&t  rule  is  wiser  and  more  pacific  tending  to  muntain  the 
safety  and  stability  of  the  nations  whose  mun  employments  are  in 
the  peaerful  arts. 

To  bring  the  matter  to  a  more  recent  date,  a  letter  from  the 
present  secretary  of  state,  Mr.  Bryan,  to  Senator  Stone,  chairman 
of  the  senate  cooumttee  on  for«gn  relations,  pnbUsbed  on  January 
25,  1915,  and  understood  to  have  been  dn^ted  by  Mr.  Robert 
Lanung,**  is  in  accord  with  the  above.     Mr.  Bryan  says : 

There  ia  no  power  in  the  executive  to  prevent  the  sale  of  ammunition  to  the 
belligerenta.  The  duty  of  a  neutral  to  reatirct  trade  in  munitions  of  wai  has  never 
been  imposed  by  intematiooal  law  or  by  municipal  statute.  It  ha«  never  been 
the  ptdiey  of  this  govtsrunent  to  prevent  the  shipment  (rf  arms  or  ammuniticHi  into 
bnlligwTwt  territory,  esoept  in  the  ease  ai  neif^iboring  Americui  r^iublice,  and 
titan  only  when  dvil  strife  prevailed.  Even  to  this  extent  the  belligerente  in  the 
pnsent  conflict,  when  they  were  neutrals,  have  never,  so  far  as  the  records  diacloae, 
limited  Uie  bIb  of  munitions  of  war. 

His  Exoellenoy,  the  German  ambassador  to  the  United  States, 
communioated  to  this  government,  and  on  April  12,  1915,  gave  to 
the  press  a  statement  criticising  the  conduct  of  this  government  in 
pmuittiug  the  export  of  munitions  of  war  to  belligerents  as  "in 
contradiction  with  the  real  spirit  of  neutrality."  His  Excellency 
further  urged  an  embargo  against  the  shipment  of  war  munitions 
to  the  allies  w  the  use  of  this  trade  to  force  the  allies  to  permit  the 
export  (rf  food  from  the  United  States  to  Germuiy."  In  the  com- 
munioation,  this  passage  is  found : 

In  reality  the  American  industry  is  supplying  only  German's  memiea,  a  fact 
which  is  in  no  way  modified  by  the  purely  theoretical  willingness  to  furnish  Ger- 
many as  wan,  if  it  wne  pcesible. 

In  reply  an  able  note  was  sent  to  His  Ebcoellency  signed  by 
the  secretary  of  state,  Mr.  Bryan,  but  said  to  have  been  penned  by 
President  mison.    This  impUedly  treats  the  rights  of  neutrab  to 

MSee  Nme  Ycrk  HenU,  January  25,  lOlS. 
"  See  New  York  Hmali,  AftH  IS,  1S15. 
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export  munitions  of  war  to  belligerents  as  settled  and  assured  and 
declares  our  govemment  bolda: 

Thftt  any  change  in  its  own  lawa  of  neutrality  during  the  prognoB  of  ft  war 
which  would  affect  unequally  the  relations  of  the  United  Statca  with  the  nations 
at  war,  would  be  an  tujuitifiable  departure  from  the  principlee  of  strict  neub«lity 
by  which  it  baa  sou^t  to  direct  its  action,  and  I  respectfully  submit  that  none  at 
the  niwiwms^STw  uqad  in  your  BxocflBnoy'*  menKaaadnm  ahen  Uw  prinaiple 
inTolnd. 

It  !a  constantly  strongly  urgekl  that  since  the  allies  command 
the  seas,  and  the  Germans  cannot  get  access  to  our  markets,  while 
the  allies  can,  that  real  neutrality  requires  us  to  refuse  such  supplies 
to  the  allies.  It  is  submitted  that  nothing  could  be  more  impossible 
or  confudng  than  to  shift  the  rule  of  neutral  obligations  with  the 
Tarying  events  aild  successes  of  war.  The  risks  of  capture  may 
thus  shift,  but  not  the  obligation  of  the  neutral. 

As  Prtrfeasor  Westlake  says:" 

Tka  standard  set  up  is  eqoality  of  tmtment  in  the  sense  of  permitting  or 
furnishing  to  both  belligwenta  the  Hune  things  which  are  permittad  or  furnished 
to  either,  wiUuMit  regard  to  the  fact  that  the  passage  of  troops  through  neutnd 
territory,  coaling  of  fleet  in  neutral  waters,  or  any  other  thing,  may  mean  vietory 
or  mbxaum  to  the  one,  while  the  other  may  b«  muMe  U>  mml  kimatJf  oj  the  Ivcenca 
or  may  find  it  <^  no  valtM. 

Gam&n  dtiaens  have  habitually  sold  vast  quantitjes  of  militaiy 
Buiq>lies  to  beUigerents.  Esaea  is  perhaps  the  very  center  of  mili- 
tary supplies  uid  has  exported  on  an  enormous  scale  to  beUigerents 
in  all  modem  wars,  making,  it  is  understood,  vast  profits  from  this 
baffifi  in  the  late  Balkan  wars.  It  will  be  interesting  to  know  what 
has  been  Germany's  praotioe  when  one  of  the  beUigerents  bad  access 
to  her  maikets  and  the  other  had  not.  Has  the  rule  been  observed, 
which  she  now  presses  upon  us?  Has  she  recognised  this  situation 
as  compelling  her  to  deny  to  the  power  having  access,  the  right  to 
buy,  on  the  ground  that  real  netUrdli^  so  requiredf 

The  war  between  the  South  African  republic  and  Great  Britwn 
b^an  in  October,  1899,  and  was  closed  by  the  Treaty  of  Pretoria 
at  the  end  of  May,  1903.  During  the  earliw  portion  of  the  war, 
supplies  were  received  by  the  Boers  through  Lorenao  Marquee,  a 
neighboring  Portugese  port  with  some  freedom,  but  in  August,  1900, 
*■  JntemotumoJ  Lata,  p.  173. 
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all  the  customs  officials  at  LoreoEO  Masques  were  diBiuiffled  and 
tb«r  places  filled  hy  military  officers  and  a  force  of  1,200  men  vas 
sent  out  from  lAsbon.  The  frontier  was  guarded  and  the  trade 
stopped." 

The  strictness  of  the  Portugese  authorities  increased  with  the 
decline  of  the  fortunes  of  the  Boers. 

England  had  seised  and  searched  a  number  of  neutral  steamen 
— including  three  German  steamers — and  poaitivdj  claimed  the 
right  to  seise  contraband  bound  to  the  Boers  though  through  a  neu- 
tral port.  She  relied  for  this  largely  on  the  precedents  of  our  Civil 
War,  and  it  would  appear  that  the  access  of  the  Boer  force  to  German 
markets  was  substantially  destroyed.  The  question  occurred  to  the 
writer,  would  it  be  found  that  during  the  later  years  there  were  import- 
ed ^m  Germany  into  England  large  quantitiea  of  arms  and  military 
supplies  notwithstanding  this  edtuation?  He  therefore  took  the  lib- 
erty  to  apply  to  the  British  Embassy  at  Washington  which  very  oblig- 
ingly cabled  to  London  for  information.  April  27,  a  letter  from  the 
Embas^  advised  that  "when  the  Boera  were  shut  off  from  supplies 
by  sea,  Great  Britain  got  from  Germany  108  Fifteen-pounder  quick- 
firing  guns  and  500  rounds  per  gun.  They  were  purchased  from 
Ehrhardt  by  private  negotiation."  It  ia  respectfully  submitted 
that  this  is  sufficient  to  support  the  practice  of  our  government. 
But  this  writer  had  made  other  investigations  which  showed  vastly 
larger  military  supplies  passing  from  Germany  to  Great  Britain  at 
this  time.  This  appears  from  the  statistics  as  to  the  foreign  trade 
of  the  United  Kingdom  compiled  at  the  custom  house,  and  pre- 
sented to  both  Houses  of  Parliament  by  command  of  His  Majesty 
and  printed  for  His  Majesty's  stationary  office.  These  published 
records  long  anterior  to  the  present  tmhappy  controversy  preserved 
in  the  Library  of  the  Department  of  Commerce  of  the  United 
States  show  that  there  were  imported  from  Germany  into  Great 
Briton. 

In  18fi9.    Swords,  outUMes,  mfttchets  and  bftyonete,  cwto.  782. 

1900.  Swordg,  cutlniwni,  matcheU  and  b&yoneta,  cvt«.  1,664. 

1901.  Swoida,  cutlanoca,  and  anus  of  other  aorta  not  FireanoB,  cwts.  12,060. 

1902.  Sworda,  cuUaaaee,  and  anna  ot  other  aortd  not  Fireamu,  owta.  60,734. 
Many  more  than  from  any  oUier  aource. 

Biflee,  catbinea,  fowling  pieces,  muaketa,  pistols  or  guns  of  any  sort. 

■*  See  CampbeU'i  Neulnd  RighU  tn  Anolo-Boer  War,  p.  60. 
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1899.    Value  £656;  in  1900,  £C8. 

In  1901.  MeUl  cartridge  cases,  other  th&n  Bmall  amis  tumnunition  (more 
thtmax  times  as  Duuiyufrom  any  other  Bouroe),  1,378,600. 

1901.    Cordite  and  other  smokelees  propellants,  231  owta. 

1901.    Gunpowder,  318  owfaB.     1902.    253  cvrta. 

DTnamite  and  other  bi^  ezplosives. 

1901.  11,029  cwta.  1902.  14,771  owta.  and  in  latter  year  these  esi^oBiTea 
wen  worth  £84,894. 

Rockets  and  other  combustibleB  for  wariike  purposes.    Explosives  and 


1901.    Of  the  Value  of  £29,646.    1902.    Of  £26,171. 

SmiUl  Arm  Ammunition 
1901.    Numbers  8,360,040.    1902.    Numbers  4,782,600. 

Fvut,  T'ubM  and  PTimtrt 
1901.    Numbers  898,007.    1902.    Numben  2,033,116. 

The  consumption  of  ammunition  in  the  present  war  ib  on  so 
vast  a  scale  that  the  above  figures  may  seem  trivial  but  we  must 
remember  that  Mr.  Lloyd  George  has  recently  said  that  in  a  single 
battle  in  the  present  war  more  ammunition  was  consumed  than  dur- 
ing the  entire  Boer  war. 

It  is  submitted  that  the  above  trade  figures  between  Germany 
and  Great  Britain  embalm  a  principle  and  afford  a  German  prec- 
edent in  entire  accord  with  the  law  and  practice  announced  by  our 
own  government.  They  are  the  more  convincing  because  Ger- 
many's sympathy  was  strongly  with  the  South  African  republic  and 
strongly  against  England. 

It  is  submitted  that  the  practice  of  the  government  of  the 
United  States  in  declining  to  forbid  the  sale  and  export  by  its  citl- 
isens  of  munitions  of  war  to  either  beUigerent  at  the  present  time 
is  nol^  in  conflict  with  international  or  municipal  law.  It  is  in 
accord  with  a  wise  and  salutary  international  policy.  It  is  in  entire 
harmony  with  the  express  declaration  of  the  last  Hague  Conference 
and  with  the  long  continued  practice  of  this  country,  and  of  those 
countries  which  have  questioned  the  practice. 
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AN  ARGtTMENT  AGAINST  THE  EXPOKTATION  OF  ARMS 

Bt  EDlctniD  TON  Mach, 
Cambtidge,  Hub. 

The  Demoeratie  Text  Book,  1914,  issued  by  the  D«Dioontic 
CongreeaioDal  Committee  and  The  Democratio  NatJonal  Com' 
tnittee,  contains  on  page  43  the  foUowing  announcement  by  Hon. 
W.  J.  Bryan,  Secretary  of  State: 

The  aonoimoeiDatt  roads  by  this  gortrnmeot,  that  it  npuds  the  makiiig  at 
loMM  by  Ameriosn  dtiaeu  to  the  gorenuiunte  of  natioiia  cngeged  In  mr  as  in- 
ooDSiBtcnt  wtth  Ute  qnrtt  of  neutrality,  has  crested  a  {Hofoimd  impraaeioii  throo^ 
out  the  wodd.  It  is  the  first  time  ^t  a  great  natkm  has  t^ea  this  atatid  on  the 
subjeet  of  war  loaas.  The  matter  has  beeo  dfsouaeed  at  Ihe  Hague  and  at  pesee 
ocadoaiMa,  but  It  eseountered  so  mu<ik  oppaHioa  tiiat  nothing  tangible  has  i^ 
suited.  The  praideat,  therefore,  blaiea  a  new  way  when,  wi&out  oonfMCOoe 
with  other  nationB  and  without  aumxirt  from  CcniTentitHiB,  he  ooromits  Ihie  DstioB 
tohispdioy. 

It  H  inconsistent  wHb  tiie  einrit  of  neutnlity  tor  a  neutial  nation  to  make 
kxuu)  to  belligacnt  nations,  tar  money  is  the  woret  of  contraband. 

In  these  two  paragraphs  Mr.  Bryan  himself  has  refuted  all  the 
arguments  of  the  opponents  of  a  law  laying  an  embai^o  on  the  ex- 
port of  munitions  of  war. 

It  is,  moreover,  noticeable  that  he  uses  the  expressions  "loans 
by  American  citizens  to  the  governments  of  nations  engaged  in 
war"  and  "a  neutral  nation  to  make  loans  to  belligerent  nations", 
as  synonymous  so  far  as  America  is  concerned.  And  so  it  shoyld  be, 
for  here  the  sovereignty  is  the  people's,  and  the  government  is  theirs, 
too.  It  is  impossible  to  quote  as  true  for  America  those  passages 
of  the  so-called  Law  of  Nations — which  really  represents  the  crys- 
taUised  customs  of  Europe — which  say  that  citieens  either  indi- 
vidually or  collectively  can  do  what  the  government  cannot  do. 
The  Americas  government  is,  at  least  in  theory,  the  expiesmon  of 
the  collective  will  of  the  people. 

President  Cleveland  expressed  this  idea  in  his  annual  message 
to  Congress,  December  2,  1S95,  when  he  said : 

The  performance  of  this  duty  [i.e.,  to  observe  in  "good  futh"  Dentrali^ 
toward  ^ain|  diould  not  be  made  mens  difficult  by  a  dinogard  cm  Um  part  of  our 
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atofsiB  of  the  obligation  growiiiK  out  of  their  allegiance  to  their  country  which 
should  restrain  them  from  violating  as  individuals  the  neutrality  which  the  nation 
of  which  they  are  members  is  bound  to  observe  in  its  relations  to  friendly  sover- 
eign states. 

Aod  the  Supreme  Court  of  the  Uaited  States  has  said  (14  How. 
38,49): 

For  OB  the  sovereignty  resides  in  the  people,  every  citiien  is  a  portion  of  it, 
and  is  himself  personally  bound  by  the  laws  which  the  representatives  of  the 
BovereigQty  may  pass,  or  the  treaties  into  which  they  may  enter,  witliin  Um  acopa 
of  tbeir  delegated  authority.  And  when  that  authority  has  plighted  its  faitb  to 
another  nation  that  there  shall  be  peace  and  frieodflhip  between  the  citicena  of  die 
two  countries,  every  citizen  of  the  United  States  is  equally  and  penonally  pledged. 
The  compact  is  made  by  the  department  of  tiie  government  upon  which  he  himself 
has  agreed  to  cc»ifer  the  power.  It  is  his  own  personal  compact  as  a  portion  of 
the  sovoeignty  in  whose  behalf  it  is  made.  And  he  can  do  no  act,  nor  enter  into 
any  agreement  to  promote  or  encourage  revolt  or  hostilities  against  the  territoriea 
of  a  country  with  which  our  govemmoit  is  pledged  by  treaty  to  be  at  peace,  wiA- 
oui  a  breach  0}  hit  duty  a*  a  citUen,  and  the  breach  0}  faith  pledged  to  the  foreign 

From  the  foregoing  quotations,  the  authoritative  importance 
of  which  for  the  conduct  of  American  citizens  and  their  government 
is  undeniable,  it  would  appear  that: 

1.  What  is  morally  wrong  for  the  government  is  morally  wrong 
also  for  each  individual  citizen. 

2.  When  a  large  nimiber  of  individual  citizens  persist  in  the 
commiasion  of  acts  which  run  counter  to  the  moral  obligatJons  of 
their  government,  the  government  haa  the  right  and  the  duty  to 
take  steps  to  prevent  such  acts. 

3.  It  is  contrary  to  the  spirit  of  American  institutions  and  the 
ideals  of  the  American  people,  for  the  government  to  disclaim 
responnbility  for  the  continued  and  open  acts  of  a  lai^  number  of 
their  citizens. 

4.  American  dealings  with  other  nations  must  he  bona  fide  and 
according  to  the  spirit,  and  not  only  the  letter,  of  any  compact  or 
understanding. 

5.  It  is  not  unneutral  for  America  to  "blase  a  new  way,"  or  to 
regulate  the  conduct  of  her  citizens  by  laws,  proclamations  or 
otherwise,  even  during  the  progress  of  a  war. 

This  last  assertion  has  been  severely  attacked  by  the  advocates 
of  an  unlimited  trade  in  death-dealing  arms.    They  have  argued 
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that  the  Allies  would  be  jufltified  in  coturidering  t^  laying  of  m 
embargo  on  the  export  of  amiB  to  be  an  unneutral  act.  The  Allies 
could  not  clajm  this,  becauBe  they  themBelves  have  forced  several — 
if  not  all  of  the  neutral  states  of  Europe — to  declare  embargoes  of 
varioufl  kinds  against  Germany  and  Austria  since  the  war  began. 

The  case  in  favor  of  stopping  the  traffic  in  munitions  of  War, 
therefore,  may  be  summarised  as  follows: 

1.  The  government  of  the  United  States  cannot,  either  l^ally 
or  morally,  export  urns  to  either  ef  the  belligerents. 

2.  The  export  of  arms  by  the  citisena  of  the  United  States  has 
grown  to  such  large  proportions  that  it  is  known  to  all. 

3.  The  government  of  the  United  States  caimot  advance  the 
excuse  Aat  it  is  not  morally  responsible  for  the  acts  of  its  dtizens. 

4.  The  preaideDt  and  secretary  of  state  have  publicly  declared, 
and  asked  for  votes  on  the  strength  of  their  declaration,  that  t^e 
government  has  the  right  "to  blaze  a  new  way"  and  that  it  is  not 
restrained  from  givii^  expresuon  in  law  to  the  moral  sense  of  right 
and  wrong  of  the  American  people. 

5.  It  is,  therefore,  the  right  and  consequently  the  duty  of  the 
American  government  to  have  legislation  enacted  «^ch  will  make 
it  legally  wrong  for  individual  citieens  to  commit  acts,  the  moral 
wrong  of  which  nobody  can  deny,  in  view  of  the  decision  of  the 
United  States  Supreme  Court  quoted  above. 

6.  The  present  American  government  itself  has  acknowledged 
the  moral  wrong  of  the  trade  in  contraband,  in  the  poesagfe 
quoted  above  from  the  Democratic  Text  Book. 

7.  It  is,  therefore,  committed  to  the  enactment  of  legislation — 
if  it  has  no  other  means  of  accomplishing  the  same  end — forbid- 
ding the  traffic  in  munitions  of  war. 
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GERMANY  AND  AMERICAN  POLICIES 

Bt  Bebnhakd  Dbbnbobo,' 
Fonuerly  Minister  of  Colonial  Aftoirs  of  Qermany. 

I  did  not  come  here  except  m  a  listener,  but  after  the  discus- 
uoo  of  this  momiag,  whieh,  I  dare  say,  has  beeo  one  of  the  most 
interesting,  one  of  the  most  conservative,  that  it  has  been  my  good 
fortune  to  listen  to,  I  feel  that  it  is  a  debt  of  gratitude  to  say  some- 
thing as  to  the  resolution  that  the  previous  speaker  has  just  spoken 
of,  regarding  the  safeguards  for  a  p«manent  peace.  I  dare  say 
that,  of  course  details  omitted  and  left  open,  I  am  in  entire  sym- 
pathy with  it,  and  I  do  not  think  that  this  matter  ought  to  be  left 
to  a  Hague  convention. 

This  is  a  world  war  and  must  be  followed  by  a  world  peace — 
a  permanent  one — and  I  do  not  think  there  are  now  a  great  many 
people  who  do  not  know  what  the  war  means  and  who  will  not  do 
everything  to  avert  such  a  catastrophe  in  the  future. 

If  I  may,  with  the  permission  of  the  presiding  officer,  I  will 
refer  to  something  that  was  said  last  evening.  One  speaker, 
discussing  the  shipping  of  arms  and  ammuoition,  said  that  Ger- 
naany  had  protested  against  the  l^^ty  or  right  of  shipping  arms 
and  ammunition  from  this  country.  He  made  this  statement  the 
subject  of  an  attack  against  the  representatives  of  this  country 
in  the  United  States.  I  shall  not  enter  into  this  question,  but  I 
do  want  to  say  that  a  nation  should  not  be  attacked  in  this  way. 
I  want  to  state  here  most  emphatically  that  Germany  at  no  time 
has  disputed  the  right  to  ship  or  to  sell  arms.  This  statement 
that  she  has  is  absolutely  false. 

Every  just  endeavor  by  the  United  States  to  extend  its  trade 
toward  South  America  meets  with  sympathy  in  Germany.  We 
believe  that  the  greater  the  possibility  of  free  intercourse,  that  the 

iRomafkB  made  by  Dr.  Dembui^  at  the  fourth  session  of  the  Nineteenth 
Annual  Meeting  of  the  American  Academy  held  In  Philadelphia,  on  April  30 
and  May  1,  191G. 
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richer  the  people  get,  the  more  chance  they  have  to  provide  them- 
eelvea — the  better  off  everybody  is.  We  believe  in  specializing 
according  to  the  genius  of  nations.  All  of  us,  Americans,  English 
and  French,  can  get  along  very  well  together.  I  have  been  greatly 
satisfied  by  the  attitude  of  this  country  when  at  the  beginning  of 
the  wax  there  came  statements  from  England  and  Russia  that  this 
was  a  time  to  steal  German  trade — You  said  No,  this  is  not  in  our 
line  and  we  are  not  going  to  take  advantage,  except  a  fair  advan- 
tage, a  competitive  merchant  advantage,  against  Germany. 

You  have  been  told  here  that  Germany  has  been  selling  to 
these  countries  her  cheap  goods  and  that  you  in  this  country  could 
not  compete  with  Germany.  You  have  been  told  that  we  have  been 
extending  credit  beyond  what  was  wise.  I  think  this  is  an  over- 
statwnent  of  the  case.  Very  poor  people  can  buy  only  very  cheap 
goods.  If  you  go  to  China  and  see  how  poor  those  people  are, 
you  would,  I  think,  see  that  you  could  not  sell  them  a  suit  case  for 
one  bimdred  dollars.  You  must  give  them  less  expensive  things, 
and,  if  you  have  confidence,  some  credit. 

As  far  as  imports  into  South  America  go,  you  are  in  a  way 
able  to  control  them  as  to  size.  As  for  exports  from  South  America, 
'  you  are  not  able  to  control  them.  Supposing  you  wanted  to  extend 
your  trade  to  Brazil  in  buying  more  of  her  coEFee  crop?  What  are 
you  going  to  do  with  the  coffee?  You  cannot  buy  more  than  you 
are  able  to  consume.  As  for  as  Argentina  is  concerned,  you  are 
sellers  of  cereals  and  not  buyers.  Those  who  want  coffee  and  those 
who  want  cereals  have  got  to  buy  them  from  Brazil  and  Argentina. 
We  cannot  detach  at  any  one  time  the  trade  between  two  coun- 
tries from  their  intercourse  with  the  rest  of  the  worid.  This  world 
is  just  one  interdependent,  interlocking  commercia]  machine,  and 
whoever  loses  that  conception  is  bound  to  make  a  serious  mistake. 
I  want  to  say  this  because  I  believe  that  even  in  this  commercial 
world  there  should  be  a  spirit  between  nations  of  a  greater  friend- 
liness. You  cannot  assist  backward  nations  without  extending 
some  facilities — that  is,  credit— and  you  cannot  do  that  without 
extending  friendliness;  and  as  the  United  States  was  helped  by 
Europe,  I  hope  that  the  United  States  will  extend  help  to  South 
America  by  allowing  credit  to  her,  like  the  rest  of  the  world. 
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Bt  H.  C.  Lodge, 
United  States  Senator. 

In  the  general  Commination  service  to  which  Carlyle  devoted 
BO  much  time  and  apace  he  always  found  opportunity  to  hymn  the 
praiee  of  the  strong,  silent  man  who  looked  facts  In  the  face.  Very 
characteristically  he  dismissed  with  a  sneer  the  most  sil6nt  perhaps 
of  all  great  men,  one  certainly  who  looked  at  the  many  hostile  facts 
which  he  encountered  in  life  with  a  steady  gaze,  undimmed  by 
lUusions,  to  a  degree  rarely  equalled.  I  do  not  mean  by  this  that 
Washington  never  spoke,  never  in  speech  or  writing  uttered  his 
thoughts.  Many  volumes  attest  the  supreme  sufficiency  of  his 
dealings  with  all  the  crowding  questions  of  war  and  peace  which 
in  such  victorious  manner  he  met  and  answered.  But  there  was  one 
subject  upon  which  he  held  his  peace,  and  that  was  himself.  I  once 
searched  every  printed  line  of  his  printed  writings,  as  well  as  those 
of  his  contemporaries,  and  all  that  could  be  found  in  regard  to  the 
niait  himself  were  a  few  sentences  of  his  own  capable  of  an  inference 
and  elsewhere  some  stray  anecdotes.  We  have  his  opinions,  frank 
and  free,  on  all  the  transactions  of  his  life  but  nothing  about  himself. 
There  silence  reigns  and  hence  he  may  be  called  in  the  truest  sense 
the  most  silent  of  the  great  men  of  modern  times.  A  very  noble 
quality  this,  worthy  of  consideration  in  any  age  and  especially  in 
an  age  of  much  delivery  of  personal  feelings  and  much  self-adver- 
tising where  publication  is  easy  and  passing  notoriety  extremely 
cheap.  From  the  many  necessary  words,  however,  written  and 
spoken  by  this  most  silent  man  upon  all  the  far-reaching  business 
of  bis  life  and  about  the  world  of  men  and  things  which  he  touched 
at  so  many  points  there  emerge,  very  luminous  and  distinct,  an 
unfailing  power  of  looking  facts,  whether  favorable  or  unfavorable, 
in  the  face,  a  fine  freedom  from  illusions  and  complete  refusal  to 
admit  self-deception  or  to  attempt  the  deception  of  others.  In 
these  days  when  the  readiness  to  accept  words  for  deeds,  iangut^ 
for  action  and  a  false  or  maudlin  sentimentality  for  true  sentiment, 
one  of  the  noblest  and  purest  of  human  motives;  when,  I  repeat, 
197 
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the  cheerful  acceptaDce  of  these  unrealities  Beems  at  least  to  be 
extremely  prevalent,  such  veracity  of  mind  and  character  as  that 
possessed  by  Washington  would  appear  more  than  usually  worthy 
of  contemplation  and  imitation. 

I  am  well  aware  that  in  saying  this  I  lay  myself  open  to  the 
familiar  charge  of  having  nothing  to  suggest  but  an  effort  to  make 
ourselves  resemble: 

"Some  of  the  simple  great  ones  gone 
Forever  and  ever  by. " 
I  can  hear  the  well  worn  accusation  coming  from  earnest  and  intelli- 
gent youth,  that  I  am  incapable  of  a  new  idea.  Alas,  it  must  be 
confessed  that  any  man  who  has  passed  middle  life  would  be  dull 
indeed  if  he  was  not  painfully  aware  of  his  incapacity  in  many 
directions.  He  knows  that  it  is  to  youth  he  must  look  for  the  energy 
and  faith  which  will  keep  the  waters  moving  and  save  the  worid 
from  stagnation.  Whether  it  is  hopeful,  happy  youth  which  cries 
out  in  the  charming  words  of  Miranda, 

"How  beautiful  mankind  isl    0  Brave,  new  world! 
That  has  such  people  in't:" 
or  Emerson's  "fine,  young,  Oxford  gentleman"  who  declares, 

"There's  nothing  new  and  nothing  true  and  no  matter,"* 
or  earnest  youth,  serious  and  sad,  which,  bendii^  under  the  sense 
of  responsibility,  says  with  Hamlet, 

"The  time  is  out  of  joint;  0  cursed  spite. 
That  ever  I  was  bom  to  set  it  right;" 
all  alike  are  interesting  and  attractive  and  awaken  a  melancholy 
envy  in  the  breasts  of  those  who  have  passed  through  the  early 
shining  years  which  to  them  are  never  to  return.  How  keenly  do 
we  long  to  have  all  those  fascinating  attributes  of  the  young  and  wise, 
to  behold  again  all  the  fair  visions  of  the  morning  of  life.  How 
we  wish  we  could  possess  once  more,  whether  as  optimists,  pessi- 
mists, or  cynics,  the  finality,  the  completeness  of  judgment,  the 
certainty  of  decision,  the  unfaltering  condemnation  of  all  who  seem 
to  differ  with  us  in  which  we  rejoiced  in  the  days  when  the  limits 
of  life  were  hidden  in  the  mists  of  the  future.  There  are  no  com- 
pensations for  such  losses  as  these,  but  the  merciless  years  bring 
at  least  their  lessons,  for  they  are  the  most  effective  if  the  most 
severe  teachers  to  all  who  cannot  avoid  thoi^ht.     He,  whose 
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mournful  incapacity  for  the  production  of  new  ideaa  has  come 
sharply  home  to  him,  has  the  added  pang  of  knowing  how  eagerly 
he  thirsts  for  those  new  ideas  from  others  and  how  much  his  ability 
to  recognize  an  old  idea  has  been  developed  and  increased.  Setting 
aside  the  endless  inventions  and  discoveries  of  science,  he  becomes 
aware  of  the  extreme  rarity  of  really  new  ideas  in  all  that  concerns 
society  and  government  or  the  relation  of  men  to  each  other.  He 
taJces  up  the  book  of  intelligent  and  earnest  youth  in  which  the 
world  is  to  be  set  right  and  after  rec^ving  the  Rhadamanthine 
sentence  upon  himself  and  his  coevals,  a  sentence  from  which  there 
is  no  appeal,  he  sets  out  with  the  hope  that  springs  eternal  to  find 
the  new  ideas  for  which  he  longs  and  which  will  solve  the  problema 
which  have  for  so  long  pained  and  troubled  him.  He  reads  the 
book,  clever,  confident,  often  ingenious,  not  marked  by  a  sense  of 
humor,  which  is  an  older  quality,  but  sure  of  everythit^  and  splen- 
didly condemnatory  of  all  differences  of  opinion.  Then  he  lays  it 
down  with  a  sigh  of  disappointment.  The  ideas,  however  tricked  out 
and  newly  dressed,  are  old  friends  with  whom  he  has  much  more 
than  a  bowing  acquaintance.  They  may  be  new  to  the  writer,  but 
they  are  old  to  the  reader  who  has  had  the  misfortune  to  live  longer. 
So  the  reader,  as  so  often  before,  tries  to  be  philosophical  and  begins 
to  reflect  upon  the  alleviations  for  his  disappointment.  In  relation 
to  society  and  government  it  may  be  repeated  that  new  ideas  are 
rare;  in  regard  to  the  latter,  perhaps  not  more  than  two  really  large 
and  new  ideas  have  been  developed  in  as  many  millenniums.  Has 
not  all  progress,  moreover,  been  attained  chiefly  by  the  energy  <^ 
youth  in  striving  to  apply  old  ideas  to  changed  environments  and 
new  conditions?  There  is  comfort  in  the  thought.  The  only 
Bus^estion  to  be  made  is  that  an  ardent  zeal  to  reform  the  world 
need  not  necessarily  be  accompanied  by  an  entire  recklessness  in 
dealing  with  existing  arrangements  which  have  slowly  been  evolved 
and  which  represent  the  thoughts  and  hopes  of  mankind  to  which 
they  have  been  adapted.  It  woidd  seem  that  in  making  changes 
and  what  we  believe  to  be  advances  by  the  application  of  old  ideas 
to  altered  facta  we  should  do  well  to  remember  that  the  prime 
factor  in  our  many  problems  is  human  nature  and  that  human 
nature,  after  all,  is  very  permanent.  I  do  not  mean  permanent 
in  terms  of  the  universe,  which  we  have  reason  to  think  is  never  at 
rest,  but  permanent  relatively  within  the  very  contracted  limits 
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of  man's  recorded  history.  This,  by  the  way,  is  not  s  new  idea. 
The  best  known  of  Roman  poeta  wrot«  neu'ly  two  thousand  years 
ago,  "Naturam  expellas  furco,  tamen  usque  leourret,"  and  the 
thought,  if  ne'er  so  well  expressed,  was  probably  eame  thousands 
of  years  old  when  Horace  wrote  it  down.  Setting  amde  differences 
of  place  and  race  and  time,  which  are  largely  superficial  and  perish- 
able, there  is  nothing  within  our  knowledge  at  once  so  uniform, 
BO  widely  distributed  and  so  unchanging,  aa  human  nature  in  its 
broad  outlines  and  fundamental  qualities. 

A  brilliant  French  critic  has  said  that  two  great  emotions 
have  governed  mankind  and  made  his  history — love  and  greed; 
the  one  as  beautiful  as  the  other  is  unlovely  and  potent.  Whether 
these  are  the  only  ruling  passions  need  not  be  discussed  but  th^ 
certunly  are  examples  of  two  at  least  of  the  enduring  elements  in 
human  nature.  The  young  voices  murmuring  under  the  shadofra 
of  the  great  Pyramid  in  the  days  of  Ch^ren; 
"the  whispers 

Of  plighted  youth  and  mud. 

In  April's  ivory  moonlight 

Beneath  the  chestnut  shade," 
BO  beloved,  we  are  told,  of  Venus,  did  not  differ  io  essence  from  the 
words  and  vows  interchanged  by  mudens  and  youths  in  appro- 
priate circumstances  under  our  own  superior  and  more  refined 
civilization.  We  may  also  be  sure  that  selfishness  has  always  been 
an  attribute  of  human- nature.  I  note  this  here  because  nations 
of  whose  affairs  and  relations  I  am  about  to  speak  are  but  aggre- 
gations of  human  beings  and  therefore  selfishness  is  their  attribute 
also,  but  with  this  important  difference,  that  in  masses  of  men  it 
is  almost  never  controlled  or  conquered  by  the  nobler  emotions  as 
it  is  constantly  and  very  splendidly  in  the  individual  man. 

So  it  is  that  when  we  come  to  attempting  changes  in  society  or 
government,  it  is  well  to  remember  that  the  prime  condition  of  our 
problem,  human  nature,  is  a  permanent  one  and  that  the  past, 
therefore,  whether  our  guiding  idea  is  most  improbably  new  or 
is  an  old  idea  with  a  new  adjustment,  may  possibly  furnish  some 
useful  hints  as  to  the  method  and  outcome  of  such  changes.  I 
know  by  heart  the  reply  to  this  sugx^l^ion :  "Oh,  that  is  all  very  well, 
but  all  these  things  happened  a  long  time  e^  and  everything  is 
different  now."    As  an  objection,  this,  if  I  may  venture  to  say  so, 
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has  never  appeared  to  me  quite  conclusive.  The  Ten  Command- 
ments  happened  a  long  time  ago  but  that  does  not  seem  to  justify 
us  in  not  inculcating  them  today.  It  is  neariy  two  thousand  years 
since  the  beautiful  and  immortal  teachings  of  the  New  Testament 
were  ^ven  to  mankind  but  no  one,  I  im^ne,  would  suggest  that 
for  that  reason  they  should  be  Udd  aade.  The  Epistles  of  St. 
Paul,  the  dialogues  of  Socrates,  the  writings  and  discourses  of  Plato 
and  Aristotle  are  all  old  aa  finite  man  computes  time,  but  I  should 
be  sorry  to  dismiss  them  or  refuse  to  consider  them  because  of  their 
age.  The  writings  of  these  men  dealt  with  what  was  most  lasting 
in  human  nature,  with  right  and  wrong,  with  good  and  evil,  with 
the  highest  morals,  with  things  spiritual  and  things  of  this  world. 
These  thoughts  were  ancient  at  their  birth  and  never  have  grown 
old.  They  are  alwayii  old  and  always  new.  So  it  is  with  great 
men,  the  chosen  exemplars  of  the  race  of  man.  Some  of  them  at 
least  have  shown  qualities  which  we  may  do  well  to  study  and  imi- 
tate, which  it  might  be  wise  to  apply  to  our  own  problems  as  they 
applied  them  to  theirs.  Thus,  after  a  long  circuit,  I  come  back 
to  where  I  b^an.  We,  most  fortunate,  have  one  of  these  great 
men,  who  was  also  a  good  man,  a  very  sliining  figure  in  the  fore- 
front of  our  nation's  life.  He  dealt  with  life  on  a  very  large 
scale  with  high  and  rare  success.  One  of  tiis  most  salient  quali- 
ties was  the  power  of  seeing  facts  just  as  they  existed,  without 
fear  or  favor,  and  therefore  of  meeting  them  mtb  clear  veracity 
of  purpose  and  with  all  the  strength  of  mind  which  had  been 
granted  him. 

A  great  quality  this,  a  great  power,  always  much  needed,  as 
I  have  said,  in  our  duly  life  here  in  the  United  States  but  more 
particularly  demanded  at  this  present  moment  when  the  world  is 
facing  one  portentous  and  awful  fact  which  has  excluded  almost 
everything  else  from  the  thoughts  of  men.  For  nearly  a  year 
that  fact  has  been  with  us  In  the  form  of  the  most  desolating  and 
destructive  war  which  has  ever  afflicted  mankind.  In  this  country, 
far  removed  from  the  scene  of  strife,  with  its  daily  existence  flowing 
on  untroubled,  with  its  habits  of  life  unbroken,  untouched  by  the 
war  until  the  wanton  killing  of  unresisting  .men  and  helpless  women 
and  children  on  the  Lusitania  except  in  its  trade,  its  commerce  and 
its  monetary  iuterests,  the  great  confiict  is  none  the  lees  ever  pres- 
ent in  our  minds.     Its  dark  shadow  falls  across  the  pathway  which 
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from  day  to  day  is  trodden  by  eacb  one  of  us.  We  w&ke  m  th« 
Dioming  witji  that  vague  sense  of  trouble  which  anxiety  brings  and 
which  defines  itself  in  sharp  outline  as  the  merciful  oblivion  of  sleep 
passes  away.  Like  a  personal  sorrow  there  comes  between  our  eyes 
and  the  page  we  read,  or  the  sheet  of  paper  on  which  we  write,  a 
vinoD  lA  ^hting  men  and  blood-stained  trenches,  of  wonwn  and 
children  homeless,  outraged,  mutilated,  dead;  of  the  houses  of  God 
and  man  shattered  into  hideous  ruin.  Our  sympathies  have  been 
wakened  as  never  before  and  have  manifested  themselves  in  a  gen- 
erous ud  to  the  suffering  across  the  ocean  to  a  degree  never  shown 
by  a  neutral  nation  in  all  the  recorded  wan  of  history.  To  the 
unhappy  and  innocent  people  who  in  the  twinklii^  ot  an  ^ye  have 
been  deprived  tA  a  country  and  have  found  themselves  cast  forth, 
penniless  wandems  upon  the  earth,  we  have  held  out  our  hands  to 
lift  th&ca  up  with  a  generous  kindness  which  will  alwa^  be  one  of 
the  best  memories  of  the  American  people.  If  such  has  been  the 
effect  upon  us,  far  distant,  sheltered  in  our  neutrality,  how  infinitely 
greater  has  been  the  effect  upon  the  nations  engaged  in  war  and 
throughout  those  wide  regions  of  Europe  which  for  months  have 
resounded  with  the  clash  of  arms  and  where  the  air  has  been  rent 
by  the  thunder  of  cannon  and  darkened  by  the  dust  and  smoke  of 
crumbled  towns  and  desolated  farms.  In  the  presence  of  that  vast 
struggle  the  intereets,  the  habits  of  the  life  which  seemed  so  per- 
manent, have  disappeared.  The  fantastic  growths  in  art  which 
absorbed  the  public  attention  and  sought  to  make  eccentricity 
pass  for  originality;  the  sexual  novel,  the  effort  to  make  us  believe 
that  clinical  lectures  and  medical  reports  w&e  drama,  with  much 
else  of  imaginary  importance  have  withered  in  Europe  b^<M«  the 
fierce  heat  <tf  the  struggle  of  nations  for  life.  The  vals  of  what  we 
call  civilisation  have  been  torn  away.  Those  conventions,  which 
are  merely  its  manifestations  but  which  we  are  wont  to  mistake  for 
fundamental  princuplea,  have  been  flung  aside.  An  unrelenting,  a 
grim  reality  stares  us  in  the  face.  If  we  aie  to  leani  anything  from 
it,  if  we  are  to  do  anything  to  prevent  its  return,  we  must  first  look 
at  it  with  steady  eyea  and  see  just  what  it  is.  I  am  not  concerned 
here  with  the  rights  or  wrongs,  with  the  giult  or  the  innocence 
of  those  engaged  in  the  war,  nor  by  reality  do  I  mean  the  horrors 
of  war.  Every  man  and  woman  who  can  think  knows  what  those 
honoTB  are.    Death,  destruction,  phyaoal  anguish,  sorrow,  miseiy, 
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have  been  before  our  eyes  for  monthn.  Thft  vocabulary  has  been 
worn  out  in  describing  them.  There  is  no  need  of  repeating  more 
exhausted  words  when  all  words  are  vtun.  What  we  need  to  look 
at  is  the  great  dominant  fact  which  stands  out  in  the  midst  of  all 
the  horrors  and  all  the  fighting.  I  read  a  letter  not  long  since 
from  a  young  French  officer  who  said  that  the  one  thing  which  filled 
his  mind  was  not  the  duly  danger  and  the  constant  suffering  but 
the  return  of  all  about  him,  on  both  sides,  to  the  condition  of  prim- 
itive man.  In  a  few  weeks  they  had  crossed  all  the  evolution  of 
centuries  with  its  slow  upbuilding  of  civilization  and  returned  to 
the  state  of  mind  which  was  of  immemorial  antiquity  when  the  little 
space  covered  by  our  recorded  history  began.  If  we  pause  to  think, 
althot^h  we  ourselves  are  not  engaged  in  the  struggle,  we  shall 
realise  that  we  tisve  felt: 

"That  jar  of  our  earth,  that  dull  shock 
When  the.  plowshare  of  deeper  passion 
Tears  down  to  our  primitive  rock." 
And  now  what  is  it  that  is  disclosed?    We  can  put  it  all  into  a  sen- 
tence.   What  we  see  is  unchained  phymcal  force  multiplied  beyond 
computation  by  all  the  inventions  and  discoveries  of  an  unresting 
science,  as  potent  in  destruction  as  it  is  in  beneficence. 

How  is  such  a  use  of  physical  force,  unlimited  in  its  power, 
terrible  in  its  consequences,  to  be  avoided?  How  is  peace  to  be 
established  and  muntained  hereafter  among  the  nations  of  the 
earth?  One  thing  is  certain,  it  cannot  be  done  by  words.  Nothing 
will  be  accomplished  by  people  who  are  sheltered  under  neutrality, 
gathering  outside  the  edges  of  the  fight  and  from  comfortable 
safety  summoning  the  combatants  to  throw  down  their  arms 
and  make  peace  because  war  is  filled  with  horrors  and  women  are 
the  mothers  of  men.  The  nations  and  the  men  now  fighting,  as 
they  believe,  for  their  lives  and  freedom  and  national  existence 
know  all  this  better  than  any  one  else  and  would  heed  such  babble, 
if  they  heard  it,  no  more  than  the  twittering  of  birds.  In  our 
Civil  War  when  we  were  fighting  for  our  national  life,  England 
and  France  and  other  outsiders  were  not  slow  in  telling  us  that  the 
Union  could  not  be  saved,  that  the  useless  carnage  ought  to  cease, 
that  peace  must  be  made  at  once.  Except  as  an  irritating  imperti- 
nence we  regarded  such  advice  as  of  no  more  consequence  than  the 
Bqueakit^  of  mice  behind  the  wiunscot  when  fire  has  seiaed  upon 
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the  house.  Neither  present  peace,  nor  eetabUshed  peace  in  the 
future  for  which  we  hope,  is  helped  by  fervent  conversation  amoi^ 
ourselvee  about  the  beauties  of  peace  and  the  horrora  of  war,  inter- 
spersed with  virtuous  exhortations  to  others  who  are  passing  through 
the  valley  of  the  shadow,  to  give  up  all  they  are  fighting  for  and 
accept  the  instructions  of  bystanders  who  are  daring  and  sacrificing 
nothii^  and  who  have  nothii^  directly  at  stake.  Peace  will  not 
come  in  this  way  by  vain  shoutings  nor  by  mere  loudness  in  shriek- 
ing uncontested  truths  to  a  weary  world.  No  men  or  women 
possessed  of  ordinary  sense  or  human  sympathies  need  arguments 
to  convince  them  that  peace  among  nations  is  a  great  good, 
to  be  sot^ht  for  with  all  their  strength,  but  the  establishment 
and  m^ntenance  of  peace  cannot  be  accomplished  by  language 
proclaimii^  the  virtues  of  peace  and  demonstrating  the  horrors 
of  war.  The  many  excellent  people  who  may  be  described  as 
habitual  if  not  professional  advocates  of  peace  appear  to  be  satisfied 
with  utterii^  and  listening  to  speeches  about  it.  They  seem  to 
think  great  advances  are  made  if  we  put  our  official  names  to  a 
aeries  of  perfectly  empty  and  foolish  agreements  which  it  is  chari- 
table to  describe  as  harmless  follies,  for  they  weaken  and  discredit 
every  real  treaty  which  seeks  to  promote  international  good  will 
and  settle  international  differences.  They  are  so  vain  and  worth- 
less that,  when  the  hour  of  stress  came,  no  one  would  think  it  worth 
while  even  to  tear  them  up.  Treaty  agreements  looking  to  the 
peaceful  settlement  of  international  disputes  and  which  can  be 
carried  out  are  valuable  to  the  extent  to  which  they  go,  but  treaty 
agreements  which  go  beyond  the  point  of  practical  enforcement, 
which  are  not  meant  to  be  enforced,  and  which  have  neither  a 
sense  of  obl^ation  nor  force  to  sustain  that  obligation  behind  them, 
are  simply  injurious.  If  we  are  to  secure  our  own  peace  and  do 
our  part  toward  the  maintenance  of  world  peace  we  must  put 
rhetoric,  whether  in  speech  or  on  paper,  aside.  We  must  decline 
to  be  satisfied  with  illusions.  We  must  r^use  to  deceive  ourselves 
or  others.  We  must  pass  by  mere  words  and  vague  shows  and 
come  clear-eyed  to  the  facts  and  the  realities.  The  dominant  fact 
today,  I  repeat,  is  the  physical  force  now  unchained  in  this  great 
war.  Some  people  seem  to  think  that  if  you  can  abolish  force 
and  the  instruments  of  force  you  can  put  an  end  to  the  possibilities 
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of  war.    Let  us  for  a  moment  go  to  the  roots  of  eziating  tbingB. 
Let  us  make  the  last  analyus. 

When  I  was  a  very  young  man  I  saw  a  large  part  of  my  native 
city  swept  away  by  fire  in  a  single  night.  The  calamity  brought 
with  it  an  enormous  destruction  of  property,  of  the  accumulated 
savings  of  years  and  much  consequent  suffering,  both  direct  and 
indirect.  What  was  the  cause  of  this  destruction  and  suffering? 
There  was  only  one — fire.  Not  fire  from  the  Heaven  above  or  the 
earth  beneath,  but  fire  produced  and  used  by  man,  set  loose  without 
control.  The  abolitioo  of  fire  would  undoubtedly  have  prevented 
a  repetition  of  this  disaster,  but  no  one  suggested  it.  The  impo&< 
sibility  of  attempting  to  stop  the  destruction  of  life  and  property 
through  fire  by  abolishing  fire  itself  was  as  apparent  aa  its  absurdity. 
Somewhere  in  the  dim  unwritten  history  of  man  upon  earth  a  great 
genius,  perhaps  several  great  geniuses,  discovered  the  production 
and  control  of  fire.  In  the  eariiest  traces  of  man  there  is,  I  think, 
as  yet  no  proof  of  his  existence  without  fire,  and  yet  we  know  that  at 
some  period  he  must  have  discovered  its  production  and  control. 
Even  when  we  come  far  down  to  the  little  fragment  of  time  covered 
by  man's  recorded  history  we  fin^  that  the  thoi^ht  of  the  produc- 
tion and  control  of  fire  as  the  greatest  of  discoveries  still  lingered  in 
the  human  mind  and  foimd  its  expresuon  in  the  symbolism  of  the 
beautiful  Promethean  myth.  Fire,  therefore,  has  probably  been 
with  man  as  his  servant  for  a  period  which  could  only  be  expressed 
in  the  vast  terms  <A  geology.  In  large  measure,  society  and  civilisa- 
tion rest  upon  the  use  of  fire.  Without  it,  great  spaces  of  the  earth's 
surface  would  become  not  only  useless  to  man  but  uninhabitable. 
Without  it,  the  huge  and  intricate  fabric  of  modem  civilisation  in 
its  present  form  would  not  exist.  Therefore  no  argument  is  needed 
to  convince  men  that  the  miseries  and  misfortunes  caused  by  uncon- 
trolled fire  camiot  be  escaped  by  the  abolition  of  fire  itself.  Relief 
must  be  sought  not  in  abolition  but  in  a  better  and  wiser  control 
which  will  render  it  difficult  at  least  for  man's  best  servant  at  any 
time  to  become  his  master.  It  is  unchained  force  with  the  dread 
accompaniments  of  science  which  is  today  destroying  life  and  limb, 
h^tpiness,  industry,  property,  and  the  joys  and  beauties  of  the  art 
and  devotion  of  the  dead  centuries.  Is  the  terrible  problem  here 
presented  to  be  solved  by  the  abolition  of  the  physical  force  posseased 
by  nations?    Go  back  again  to  the  dark  be^nnings  and  study  the 
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comparativ^y  few  years,  e^ht  or  ten  thouBand  at  tbe  outside,  of 
whicb  we  may  be  said  to  have  a  record. 

Id  the  dim  light  of  that  remote  dawn  we  see  men  engaged  in  an 
unending  conflict  with  the  forces  of  nature,  struggling  with  the 
wilderness,  with  wild  beasts,  with  heat  and  cold  and  continually 
fighting  with  each  other.  Gradually  they  emerge  in  tribes  with 
leados,  and  then  come  states,  communities,  kingdoms,  empires. 
But  among  all  these  confused  events  which  make  up  history  we  find, 
I  think,  that  the  one  fact  which  marks  the  development  of  everj' 
oi^nised  society,  whether  rude  or  complicated,  of  every  political 
entity  whether  great  or  small,  is  the  substitution  of  the  will  of  the 
community  and  the  protection  of  the  community  for  the  will  of  the 
individual  and  for  the  self-protection  which  each  man  naturally 
exercises.  The  one  unffuling  mark  of  what,  for  lack  of  a  better 
word,  we  call  civilisation  is  this  substitution  of  the  force  of  the 
community,  embodied  in  law  and  administered  by  what  we  describe 
as  government,  for  the  uncontrolled  sporadic  force  of  each  individual 
member  of  the  community.  Wherever  man  is  left  to  his  own  pio- 
tection  and  his  own  defense  there  is  nothing  possible  but  personal 
fighting  and  general  anarchy.  T^e  man  possessed  of  the  greatest 
physical  force  and  the  most  effective  weapons  is  the  best  protected. 
About  him  others  gather  and  submit  to  his  leadership  and  give  him 
their  support  in  return  for  his  protection.  Then  we  have  the  preda- 
tory  band  which  found  its  highest  expresMon  in  the  feudal  system. 
Gradually  one  band  or  lordship  conquers  or  unites  with  itself  other 
bands  or  lordships  and  they  establish  control  over  a  certain  terri- 
tory ;  a  state  emergee,  and  the  process  is  repeated  on  a  larger  scale  l? 
the  conquest  or  union  of  other  states.  Physical  is  supplemented  by 
intellectual  force  and  we  have  at  last  the  kingdom,  the  great  republic 
or  the  mighty  empire.  But  under  it  all  lies  the  replacement  of  the 
scattered  force  of  the  individual  by  the  eonsolidated  force  ctf  the  com- 
munity and  power,  order,  commerce,  art  and  peace,  rest  in  the  last 
analysis  upon  the  force  of  the  community  expressed  in  government 
of  some  sort,  such  government  being  merely  its  instrument  and 
manifeatatioO.  You  may  cany  your  inquiry  across  the  whole  raage 
of  history  and  over  the  earliest  human  societies  of  which  we  have 
knowledge  to  the  vigilance  committees  of  the  far  West  and  you  will 
find  that  law,  order  and  peace,  were  brought  about  by  men  coming 
together  and  exercimng  the  united  force  of  the  community,  great  or 
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small,  in  order  to  put  an  end  to  the  ebaoe  and  disorders  of  uncon- 
trolled force  exercised  by  each  individual.  When  the  civilisation 
and  the  aodety  reach  a  high  point  of  organization,  the  underlying 
force  upon  which  the  entire  social  and  political  fabric  rests  is  exerted 
and  is  often  effective  through  what  may  be  called  merely  a  symbol. 
The  longest  period  (A  general  peace  covering  a  large  region  of  the 
earth  of  which  we  have  knowledge  in  historic  times  was  probaUy  that 
of  the  Roman  Empire,  which  widured  for  some  three  centuries. 
There  wae  fighting  on  the  widely  extended  frontiers  at  intervals 
diminishing  in  length  as  the  end  approached.  After  the  de«line 
began  there  were  internal  wars  also  at  interv^  with  the  imperial 
purine  as  the  prise,  but  on  the  whole  through  the  first  three  oen- 
turies  of  our  era  the  general  condition  of  the  Roman  Empirs  and 
throughout  most  of  its  extent  was  one  of  peace.  That  time  is  still 
referred  to  as  the  period  of  the  Pax  Romana. 

In  his  romuice  of  the  "Last  Days  of  Pimipeii,"  Bulwer  makes 
a  dramatic  point  of  the  Roman  sentry  motiocless  at  his  post  while 
the  darkness  and  the  flame  and  the  burning  flood  were  rushing  down 
upon  the  doomed  city.  That  solitary  sentry  was  the  symbol  ot  the 
foree  of  the  Ktunan  Empire.  Peace,  order  and  law  reigned  through- 
out all  western  Europe,  but  it  wae  the  gleam  upon  the  sword  and 
eorslet  of  the  Roman  legionary  which  made  men  realize  that  behind 
that  law  and  peace  and  order  was  the  iiresistible  force  of  the  Empire 
of  Rome.  Even  before  that  time  the  force  which  the  sentry  in 
Pompeii  repres^ted  found  like  symbolic  expression  vbea  the 
youngu-  Soipio  went  upon  a  mission  to  the  eaatwn  kiagdoms 
aocompaoied  by  only  five  servants.  He  went  thus  lUone  in  safety 
and  with  respect  attendant  on  his  footsteps  because  behind  him 
invisible  but  ever  present  was  the  fighting  force  of  the  dreaded 
Republic. 

Let  me  take  a  more  homely  iUuetratioB.  We  have  all  aeon  in 
London  and  New  York  police  officers  stationed  at  points  where 
the  traffic  is  densest,  r^ulating  and  guiding  its  movement  by 
merely  ruaing  one  hand.  They  would  be  perfectly  iooap^te  ot 
stopping  the  vehielea  carrying  on  that  traffic,  by  their  own  physical 
force.  It  could  pass  over  them  and  destroy  them  in  a  moment,  and 
yet  it  is  all  governed  by  the  gesture  of  one  man.  The  reason  is 
simple;  the  policeman  ia  the  symbol  of  the  force  of  the  community 
against  which  no  individual  force  can  prevul,  and  of  this  the  great 
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mass  of  iDdividuals  are  thoroughly  if  unconsciously  aware.  Law  is 
the  written  will  of  the  community.  The  constable,  the  pi^oeman, 
the  eoldier,  is  the  symbol  of  the  force  which  gives  sanction  to  law 
and  without  which  it  would  be  worthless.  Abolish  the  force  which 
maintains  order  in  every  village,  town  and  city  in  the  civilised  world 
and  you  would  not  have  peace — ^you  would  have  riot,  anarchy  and 
destruction;  the  criminal,  the  violent  and  the  reckleea  would  domi- 
nate until  the  men  of  order  and  the  lovers  of  peace  united  and  re- 
stored the  force  of  the  community  which  had  been  swept  away.  It  is 
all  obvious  enough,  it  all  rests  on  human  nature,  and  if  there  was 
not  somewhere  an  organised  force  wliich  belonged  to  the  -whole  com- 
munity there  would  be  neither  peace  nor  ot6et  anywhere.  No  one 
has  suggested,  not  even  the  most  ardent  advocates  of  peace,  that 
the  police  of  our  cities  should  be  abolished  on  the  theory  that  an 
organisation  of  armed  men  whose  duty  it  is  to  maintain  order,  even 
if  they  are  compelled  often  to  wound  and  sometimes  to  kill  for  that 
purpose,  are  by  their  mere  existence  an  incitement  to  crime  and  vio- 
lence. If  order,  peace  and  civilisation  in  a  town,  city  or  state,  rest, 
as  they  do  rest  in  the  last  analysis,  upon  force,  upon  what  does  the 
peace  of  a  nation  depend?  It  must  depend,  and  it  can  only  depend, 
upon  the  ability  of  the  nation  to  maintain  and  defend  its  own  peace 
at  home  and  abroad.  Turn  to  the  constitution  of  the  United  States. 
In  the  brief  preamble  one  of  the  chief  purposes  of  the  constitution 
is  set  down  as  proviaon  for  the  "oonmion  defense."  In  the  grant 
of  powers  to  Congress  one  of  the  first  powers  conferred  is  to  provide 
for  the  "common  defense  of  the  United  States."  For  this  purpose 
they  are  s^ven  specific  powers;  to  raise  and  support  armiee,  to  pro- 
vide and  maintain  a  navy,  to  provide  for  calling  forth  the  militia, 
suppressing  insurrections  and  repelling  invasions.  The  states  are 
forUdden  to  engage  in  war  unless  actually  invaded,  and  the  United 
States  is  bound  to  protect  each  of  them  ag^nst  invasion  and,  on 
their  request,  to  protect  them  also  against  domestic  violence.  In 
other  words,  the  constitution  provides  for  the  maintenance  of  order 
at  home  and  peace  abroad  through  the  physical  force  of  the  United 
States.  The  conception  of  the  constitution  is  that  domestic  order 
as  well  as  peace  with  other  nations  rests  upon  the  force  of  the  nation. 
Of  the  BOundneaa  of  thie  proportion  there  can  be  no  doubt,  I  think, 
in  the  mind  of  any  reasonable  man.  This  obvious  principle  em- 
bodied in  the  constitution  and  recognized  by  every  organized  govern- 


Digitized  by  Google 


Foacs  AND  Pbacb  309 

ment  in  the  world  is  too  often  overlooked  at  the  present  moment 
in  the  clamor  against  armament.  The  people  who  urge  the  dis- 
umament  of  one  nation  in  an  armed  world  confuse  armament  and 
preparation  with  the  actual  power  ui>on  which  peace  depends. 
They  take  the  manifestation  for  the  cause.  Armament  is  merely 
the  instrument  by  which  the  force  of  the  community  is  manifested 
and  made  effective,  just  as  the  policeman  is  the  manifestation  of  the 
force  of  the  mimictpal  conmiunity  upon  which  local  order  rests. 
The  fact  that  armies  and  navies  are  used  in  war  does  not  make  them 
the  cause  of  war,  any  more  than  muntainiug  a  fire  in  a  grate  to 
prevent  the  dwellers  in  the  house  from  suffering  from  cold  warrants 
the  abolition  of  fire  because  where  fire  gets  beyond  control  it  is  a 
destructive  agent.  Alexander  the  Great  was  bent  on  conqueet  and 
he  created  the  best  army  in  the  world  at  that  time,  not  to  preserve 
the  peace  of  Macedonia  but  for  the  purpose  of  conquering  other 
nations,  to  which  purpose  he  ^plied  his  instrument.  The  wars 
which  followed  were  not  due  to  the  Macedonian  phalanx  but  to 
Alexander.  The  good  or  the  evil  of  national  armament  depends 
not  on  its  existence  or  its  size  but  upon  the  purpose  for  which  it  is 
created  and  nuunttuned.  Great  military  and  naval  forces  created 
for  purposes  of  conquest  are  used  in  the  war  which  the  de«re  of  con- 
quest causes.  They  do  not  in  themselves  cause  war.  Annies  and 
navies  organised  to  maint^n  peace  serve  the  ends  of  peace  because 
there  is  no  such  incentive  to  war  as  a  rich,  undefended  and  helpless 
country,  which  by  its  condition  invites  agression.  The  grave  ob-- 
jections  to  overwhelming  and  exhausting  arinaiaento  are  economic. 
A  general  reduction  of  armaments  is  not  only  desirable  but  is  some- 
thing to  be  sought  for  with  the  utmost  earnestness.  But  for  one 
nation  to  disarm  and  leave  itself  defenseless  in  an  armed  world  is  a 
direct  incentive  and  invitation  to  war.  The  danger  to  the  peace 
of  the  world  then  lies  not  in  armament,  which  is  a  manifestation, 
but  in  the  piuposes  for  which  the  armament  was  created.  A  knife 
is  frequently  dangerous  to  human  life,  but  there  would  be  no  sense 
in  abolishing  knives  because  the  danger  depends  solely  on  the  pur- 
pose or  pasnon  of  the  individual  in  whose  hand  the  knife  is  and  not 
upon  the  fact  that  tlie  Icnife  exists.  The  peace  of  a  nation  depends 
in  the  last  resort,  like  domestic  order,  upon  the  force  of  the  com- 
munity and  upon  the  ability  of  the  community  to  maintain  peace, 
assuming  that  the  nation  lives  up  to  its  obligations,  seeks  no  con- 
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quflst,  and  wiabeo  only  to  be  able  to  repel  aggresdon  aad  InTauoQ. 
If  a  DAtioa  fulfilb  strictly  all  its  international  obligatioas  uid  Meks 
no  conquest  and  has  no  desire  to  wrong  any  other  nation,  great  or 
small,  the  danger  of  war  can  come  only  through  the  a^rtMaoQ  (rf 
others,  and  that  aggression  will  not  be  made  if  it  is  known  tlaat,  the 
peaee-loving  nadoo  is  able  and  ready  to  repel  it.  The  first  step  than 
toward  the  maintenanee  of  peace  is  for  eaeh  nation  to  waintun  its 
peaee  with  the  rest  of  the  world  by  its  own  honorable  and  right  con- 
duct and  by  su<^  organisation  and  preparation  aa  will  enable  it  to 
defend  its  peace. 

This  shouid  be  our  pc^cy.  We  ^ould  show  the  world  that 
demooraoy,  governm^it  by  the  people,  makes  for  peace,  in  oontraat 
to  the  government  of  a  military  autocracy  which  makes  for  war. 
We  should  demonstrate  this  by  our  own  conduct,  by  justice  in  .our 
deaiinga  with  other  natioos,  by  readiness  to  make  any  sacrifices  im 
the  right  and  st^n  refusal  to  do  wrong;  by  deeds,  not  words,  and 
finally  by  making  the  whole  world  understand  that  while  we  seek  no 
conquests  we  are  able  to  repel  any  aggression  or  invasion  from  with- 
out for  the  very  reason  that  we  love  peaee  afid  mean  to  maintain  it. 
We  diould  never  forget  that  if  democracy  is  not  both  able  and  ready 
to  defend  its^  it  will  go  down  in  subjection  before  military  autoc- 
racy because  the  latter  is  then  the  more  efficient.  We  must  bear 
constantly  in  mind  that  from  the  conflict  which  now  convulses  the 
world  there  may  possibly  come  events  which  would  force  us  to  fight 
with  all  our  strength  to  preserve  our  freedom,  our  democracy  and 
our  national  life.  But  this  concerns  ourselves  and  will  cstiy  have 
the  dow  moving  influence  of  example.  What  can  be  dcme  now? 
What  can  we  do  in  the  lu^er  sense  toward  securing  and  maintaining 
the  peace  of  the  world?  This  is  a  much  more  difficult  question, 
but  turn  it  back  and  forth  as  we  may  there  is  no  escape  from  the 
proposition  that  the  peace  of  the  world  can  cmly  be  maintained,  as 
the  peace  and  order  of  a  single  community  are  mjuntsined,  as  the 
peace  of  a  single  nation  is  maintained,  by  the  force  which  united 
naticMis  are  willing  to  put  behind  the  peace  and  order  of  the  world. 
Nations  must  unite  as  men  unite  in  order  to  preserve  peace  and 
ordbt.  The  great  nations  must  be  so  united  as  to  be  able  to  say  to 
any  single  country,  you  must  not  go  to  war,  and  they  can  only 
aaey  that  effeetively  whan  the  country  deoring  war  knows  that  th« 
force  which  the  united  nations  place  behind  peaee  is  irresistible. 
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We  have  done  something  in  advancing  the  settlement  by  arbitral 
tion  of  many  minor  questions  which  in  former  times  led  to  wars 
and  reprisals,  although  the  points  of  difference  were  essentially 
insignificant,  but  as  human  nature  is  at  present  constituted  and  the 
world  is  at  present  managed  there  are  certain  questions  which  no 
nation  would  submit  voluntarily  to  the  arbitration  of  any  tribunal, 
and  the  attempt  to  bring  such  questions  within  the  jurisdiction  of 
an  arbitral  tribunal  not  only  fwls  in  its  purpose  but  discredits  ar- 
bitration and  the  treaties  by  which  the  impossible  is  attempted. 
In  differences  between  individuals  the  decision  of  the  court  is  final, 
because  in  the  last  resort  the  entire  force  of  the  community  is  behind 
the  court  decision.  In  differences  between  nations  which  go  beyond 
the  limited  range  of  arbitrable  questions  peace  can  only  be  main- 
tained by  putting  behind  it  the  force  of  united  nations  determined 
to  uphold  it  and  to  prevent  war.  No  one  is  more  conscious  than  I 
of  the  enormous  difficulties  which  beset  such  a  solution  or  such  a 
scheme,  but  I  am  certain  that  it  is  in  this  direction  alone  that  we  can 
find  hope  for  the  m^ntenance  of  the  world's  peace  and  the  avoidance 
of  needless  wars.  Even  if  we  could  establish  such  a  union  of  nations 
there  might  be  some  wars  which  could  not  be  avoided,  but  there  are 
certainly  many  which  might  be  prevented. 

It  may  be  easily  said  that  this  idea,  which  is  not  a  new  one,  is 
impracticable,  but  it  is  better  than  the  idea  that  war  can  be  stopped 
by  language,  by  speechmaking,  by  vain  agreements  which  no  one 
would  carry  out  when  the  stress  came,  fay  denunciations  of  war  and 
laudations  of  peace,  in  which  all  men  agree,  for  these  methods  are 
not  only  impracticable  but  impossible  and  barren  of  all  hope  of  real 
result.  It  may  seem  Utopian  at  this  moment  to  suggest  a  union  of 
civilized  nations  in  order  to  put  a  controlling  force  behind  the  mun- 
tenance  of  peace  and  international  order,  but  it  is  through  the  as- 
piration for  perfection,  through  the  search  for  Utopias,  that  the 
real  advances  have  been  made.  At  all  events  it  is  along  this  path 
that  we  must  travel  if  we  are  to  attain  in  any  measure  to  the  end  we 
all  desire  of  peace  upon  earth.  It  is  at  least  a  great,  a  humane, 
purpose  to  which,  in  these  days  of  death  and  suffering,  of  misery 
and  sorrow  among  so  large  a  portion  of  mankind,  we  might  well 
dedicate  ourselves.  We  must  begin  the  work  with  the  cleaj  under- 
stuiding  that  our  efforts  will  fail  if  they  are  tainted  with  the  thought 
of  personal  or  political  profit  or  with  any  idea  of  self-interest  or  self- 
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gloriBcatioD.  We  may  not  now  aucceed,  but  I  believe  that  in  the 
slow  process  of  the  years  others  who  come  after  us  will  reach  the 
goal.  The  effort  and  the  sacrifice  which  we  make  will  not  be  in  vain 
when  the  end  in  sight  is  noble,  when  we  are  striving  to  help  mankind 
and  lift  the  heaviest  of  burdens  frosi  suffering  humanity. 
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Bt  Albbbt  Busbnell  Habt, 
Harvatd  UnivwntT. 

The  admiuistratioD  at  Washington  in  its  policy  of  neutrality 
IB  navigating  a  foggy  sea  strewn  with  rocks,  along  coasts  where  the 
lighthouses  have  been  put  out  and  the  buoys  changed  into  floating 
mines.  President  Wilson  is  still  manfully  trying  to  use  the  regular 
charts  of  treaties  and  international  law;  and  insists  upon  sailing 
the  good  old  compass  courses.  In  a  world  full  of  roarings  and 
vaporings,  the  United  States  is  the  one  great  power  in  the  world 
which  continues  to  base  its  policy  upon  permanent  lines  of  good 
will.  Even  Italy  and  China,  the  only  other  populous  nations  of  the 
earth  which  have  not  been  drawn  into  the  war,  find  their  neutrality 
strained  to  the  utmost  by  the  demands  of  neighborii^  powers. 
Every  belligerent  has  set  up  some  new  and  strange  doctrines  of  its 
own  in  international  affairs,  put  forward  in  the  hope  to  realize  some 
small  and  temporary  advantage  over  its  military  adversaries. 
While  it  is  not  true  that  international  law  has  for  the  time  being 
gone  into  "innocuous  desuetude,"  it  is  true  that  the  three  powers 
with  which  we  come  closest  into  touch — Great  Britain,  Germany 
and  France — all  make  use  of  what  we  might  call  an  eclectic  interna- 
tional law,  choosing  the  principles  that  suit  them,  and  filling  in  the 
gaps  with  new  ideas  of  their  own. 

Cimfunon  Worse  Confounded 

One  reason  for  the  present  confusion  on  this  subject  is  that  too 
much  stress  has  been  laid  upon  documentary  international  law, 
such  as  Hague  Conferences,  Declarations  of  London,  bieaties,  and 
the  generalizations  of  the  text  writers;  and  too  little  attention  has 
been  piud  to  the  fundamental  reasons  why  there  should  be  neutrals, 
neutral  rights  and  neutral  trade.  Hence  an  international  mix-up. 
Gennany  notifies  the  world  that  the  seisure  of  provision  ships  and 
cargoes  is  so  contrary  to  all  principles  of  international  law,  that  it 
justifies  the  sinking  of  American  merchantmen  bound  to  T^gli«h 
ports,  without  even  the  opportimity  for  the  crew  to  euape.  Then 
213 
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ia  the  Frye  case,  the  Germans  insist  that  the  capture  of  the  cai^o 
of  the  Frye  was  justified  because  it  was  consigned  "for  orders"  to 
Liverpool,  which  is  a  fortified  port;  and  the  German  presumption  was 
that  it  was  intended  for  the  British  government.  Germany  then 
turns  round  and  politely  promises  reparation  for  the  destruction  of 
the  vessel  because  of  a  treaty  of  1828  between  Prussia  and  the 
United  States  to  which  the  United  States  had  not  alluded.  This 
treaty,  by  the  way,  like  the  Belgian  neutrality  treatiea  of  1S31  and 
1839,  was  made  by  Prussia  but  is  recognized  as  valid  by  the  Empire 
of  Germany;  while  many  German  writers  have  insisted  that  the 
Belgian  treaties  ceased  to  have  binding  force  when  Prussia  and 
other  states  joined  in  a  federal  union. 

England  is  equally  illogical.  In  1908  that  power  asked  that 
the  question  of  maritime  law  in  time  of  war  be  left  out  of  the  Hague 
discussions,  in  order  that  they  might  be  treated  in  a  separate  con- 
ference in  London.  The  resulting  Declaration  of  London  of  1911 
was  satisfactory  to  Great  Britain  and  was  signed  by  her  representa- 
tives, but  appears  to  have  been  held  up  by  a  technicality  in  the 
House  of  Lords.  Nevertheless  when  the  present  war  breaks  out, 
Great  Britain  announces  that  she  will  stand  by  the  Declaration  of 
London;  then  modifies  the  list  of  contraband  in  that  Declaration; 
again  alters  that  list  to  the  extent  of  including  rubber  as  contraband, 
which  by  the  Declaration  is  declared  to  be  under  no  circumstances 
contraband;  then  throws  the  whole  theory  of  contraband  to  the 
winds  by  claiming  the  right  to  capture  any  vessel  bound  to  enemy's 
ports,  or  cargoes  ultimately  destined  to  enemy's  territory.  This 
is  not  so  much  a  "scrap  of  paper"  as  a  scrap  heap  of  papers. 

Disturbed  NeutnUity 

The  only  way  out  (rf  this  mix-up  is  for  the  United  States  to  in- 
«Bt,  yesterday,  today,  and  every  day  to  the  end  of  the  war,  that 
whatever  mean  or  brutal  thing  the  belligerents  may  do  to  each 
other,  the  United  States  stands  unmoved  upon  its  right  to  be  a 
neutral  and  to  act  as  a  neutral.  From  that  safe  and  sane  position, 
steady  efforts  have  been  made  to  drive  the  United  States.  Both 
continental  Eurus  and  insular  Boreas  have  blown  with  ^1  their 
might  to  deflect  the  United  States  from  its  steady  middle  course. 
EBglishiBeB  write  with  gri^  and  disappointment  of  the  unwilUng- 
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aem  of  the  United  States  to  realize  that  the  AlUea  are  fitting  the 
battles  of  America;  and  that  we  ought  to  come  to  their  aid  by  land 
and  sea.  Their  treatment  of  our  neutral  ahips,  however,  Ib  not 
prepossessing.  It  gives  some  color  for  the  German  charge  that  the 
purpose  of  Great  Britain  is  to  get  control  of  all  the  aeas  and  make 
the  laws  of  trade  for  other  nations.  On  the  other  aide,  the  Germims, 
officially,  unofficially  and  German-Americaoally  insist  that  the 
United  States  has  made  itself  one  of  the  allies  by  furnishing  muni- 
tions to  the  enemies  of  Germany.  We  are  told  that  the  blood  of 
German  soldiers  killed  by  shrapnel  manufactured  in  America  will 
cry  out  against  us.  Just  what  would  be  the  legal  statue  of  the 
blood  of  British  soldiers  who  were  killed  for  the  lack  of  our  shrap- 
nel does  not  distinctly  ai^iearl  Nor  is  it  plain  how  to  classify  the 
blood  d  the  Servians,  killed  by  German  shrapnel  fired  from  Turkish 
guns  in  1912,  and  from  Bulgarian  guns  in  1913. 

Nevertheless,  nothing  ia  clearer  than  that  there  is  a  steady  ac- 
cumulation of  anger  and  hostile  feeling  toward  the  United  States. 
The  Engli^  are  not  altogether  displeased  that  the  United  States 
should  remMD  neutral,  because  they  are  getting  the  goods.  The 
United  States  shows  no  moral  objection  to  furnishing  superior 
shrapnel  to  shed  the  blood  of  soldiers  in  any  uniform.  The 
English  have  driven  all  but  one  of  the  Gwman  commerce  des- 
troyers off  the  seas;  they  are  feeding  and  supplying  themselves, 
notwithstanding  the  German  submarine  campaign;  and  they  are 
receiving  supplies  of  food  and  anmiumtion  from  the  United  States 
in  any  desired  quantity.  It  is  true  that  they  have  accomplished 
this  by  their  superior  naval  power,  combined  with  a  sublime  in- 
difference to  their  own  principles  of  neutral  trade. 

The  Germans,  however,  are  in  a  very  different  case.  Quite  con- 
trary to  their  expectations  and  to  the  probabilities  as  shown  by 
the  experience  of  the  Southern  Confederacy  in  our  Civil  War,  they 
have  been  unable  seriously  to  damage  British  merchant  commerce. 
Great  Britain  is  relentlessly  uprooting  neutral  commerce,  which 
means  substanUally  the  American  commerce  with  Germany  and 
her  allies.  The  English  have  hoped  to  starve  out  the  Germans, 
exactly  as  the  Germans  have  hoped  by  battleships,  aircraft  or 
submarines,  to  starve  out  the  British  Islands.  The  consequent 
frame  of  mind  among  thoughtful  Germans  seems  to  be  not  unlike 
that  of  thoughtful  Northerners  during  our  Civil  War.     We  fait 
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a  sense  of  passionate  resentment  against  the  British  people  because 
they  were  akin  to  us  in  civilization,  and  were  supposed  to  be  a  lofty 
and  high-minded  people  who  should  sympathize  with  the  aspira- 
tions of  a  great  nation.  The  Americans  insisted  that  the  British 
government  was  bound  to  take  precautions  against  commerce 
destroyers,  such  as  it  had  never  taken  before.  The  United  States 
rolled  up,  and  once  actually  presented,  a  bill  for  a  thousand  million 
dollars  for  the  prolongation  of  the  war.  That  fierce  feeling,  which 
we  now  see  to  be  not  wholly  reasonable,  lasted  for  thirty-five  years. 
It  was  extinguished  only  by  an  apology  from  Great  Britain  followed 
by  a  so-called  arbitration  in  which  Great  Britain  accepted  a  ^and 
upon  which  she  must  inevitably  lose  the  game.  Fifteen  and  a  half 
million  dollars  for  the  Alabama  Claims  were  paid  in  cash.  Still 
it  was  not  till  the  Spanish  War  of  1898  that  John  Bull  again  became 
the  favorite  cousin. 

It  looks  now  as  though  there  would  be  a  similar  experience 
between  Germany  and  the  United  States.  From  the  first  week  of 
the  war  to  the  present  time  the  point  of  view  of  the  most  intelligent 
German  subjects  in  the  United  States  has  been  that  they  were  un- 
warrantably deprived  of  the  natural  sympathy  of  the  American 
people.  What  they  expect  of  the  United  States  government  is  what 
we  expected  of  the  British  government — not  a  cold  impartiality  but 
a  decided  leaning  in  their  favor.  Without  inssting  on  a  direct  viola- 
tion of  neutrality  as  a  mark  of  friendship,  the  Germans  have  ex- 
pected  that  the  United  States  would  go  to  the  extreme  in  th^r  be- 
half. They  would  like  a  prohibition  of  export  of  military  munition, 
or,  failing  that,  an  embargo  like  that  of  1807  which  out  off  all  ex- 
ports. They  want  the  American  newspapers,  universities  and 
chambers  of  commerce  to  think  that  the  Germans  are  in  the  right; 
and  they  feel  that  a  failure  so  to  think  must  have  a  malevolent 
motive.  This  is  a  serious  state  of  things  for  America — one  of  the 
moat  troublesome  results  of  the  war;  and  it  is  likely  to  leave  behind 
it  a  legacy  of  international  irritation. 

Neviral   Obligationa 

Nevertheless  it  is  impossible  for  the  United  States  to  avoid  this 
distressing  state  of  things.  First  because  it  is  not  only  a  bad  moral 
policy  to  rob  Peter  in  order  to  pay  Paul,  but  because  Paul  is  likely 
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to  make  himBelf  heard  on  the  subject  in  the  future.  Still  mc»e 
becauae  it  is  not  the  duty  of  the  people  of  the  United  States  to  give 
either  phyocal  or  moral  support  to  either  side.  The  woe  of  Bel- 
gium has  led  the  Americans  to  join  in  one  of  the  most  magnificent 
outbuists  of  practical  charity  ever  known  to  mankind;  but  if  the 
United  States  felt  itself  bound  to  go  to  war  to  defend  the  neutrality 
of  every  neutralised  state  and  strait,  it  would  be  in  the  position  of 
^e  gendarme  in  the  play  written  by  the  boys  in  a  French  lyoee. 
The  culminating  incident  is  the  benevolent  gendarme  discovering  a 
poor  woman  on  the  curbstone. 

"  What  is  the  matter,  my  unfortimate  one?  "  he  inquires.  "  Alas, 
I  am  BO  wretched.  I  have  lost  my  husband,  my  brothers  and 
msters,  my  children.  I  am  homeless,  I  am  starving.  I  have 
nowhere  to  go."  "Poor  woman,  what  can  I  do  for  you?"  says 
the  gendarme.  Thereupon  a  happy  thought  comes  to  him.  He 
draws  his  hanger  and  stabs  himself — ^you  understand,  to  show 
his  sympathy  1  A  cooler-headed  gendarme  might  have  taken  the 
poor  woman  into  the  nearest  restaurant  and  revived  her  with  nour- 
ishing food  and  drink,  and  then  he  could  have  rescued  another  un- 
forttmate  on  some  other  day. 

The  United  States  has  troubles  of  its  own — present  and  impend- 
ing— and  may  thank  God  that  it  is  outside  of  the  realm  of  trenches 
and  bombs  and  poisonous  gases.  It  is  the  duty  of  this  country  to 
stand  solidly  and  continuously  by  the  great  principle  that  it  has  a 
Boverragn,  national  right  to  stay  out  of  a  war  just  as  much  as  to  go 
into  it.  We  cannot  conunand  the  great  belligerents  to  lay  down 
their  arms,  nor  can  they  compel  us  to  take  up  arms.  The  United 
States  has  an  unrivalled  opportunity  to  show  that  personal  sympa- 
thies  with  either  side  cannot  push  the  government  from  its  consistent 
duty  of  preventing  military  expeditions,  or  the  building  of  warships 
or  the  enlistment  of  troops,  within  our  boundaries;  that  it  will 
allow  no  foreign  ships  of  war  to  make  the  United  States  their  base 
of  operation.  When  the  war  is  over, — for  that  date  also  is  written 
in  the  books  of  the  fates — the  United  States  will  have  an  honorable 
record  in  this  respect.  The  difficulties  of  the  Washington  govern- 
ment during  the  Civil  War,  and  its  insistence  at  that  time  on  more 
than  common  neutrality  on  the  part  of  other  powers,  are  the  best 
examples  for  the  present. 
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Meaning  of  Contraband 

In  epitc  of  all  efforts  to  befog  the  issue  the  United  States  has 
a  body  of  neutral  rigbt«,  to  which  it  is  the  more  entitled  because  of 
its  care  to  fulfill  its  obligations.  Those  neutral  rights  do  not  depend 
upon  treaties,  or  Hague  conventions  or  the  good  nature  of  desperate 
antagonists.  It  lies  in  the  nature  of  human  aodety  and  the  organ- 
ization of  states.  The  bottom  principle  in  the  civilized  world  is 
that  peace  and  commercial  intercourse  are  normal  among  nations; 
and  that  no  two  powers  are  required  to  become  enemies  because 
one  of  them  is  engaged  in  war.  The  seizure  of  the  property  of 
belligerents  at  sea  has  been  a  factor  in  wars  for  many  centuries.  If 
it  is  an  undesirable  part  of  war — which  is  far  from  being  self-evi- 
dent— nevertheless  it  does  exist  in  the  year  1915.  No  matter  bow 
f^ocious  the  belligerents  have  been  between  themselves,  howregard- 
lessof  the  ordinary  methods  of  making  war;  still  their  misbehavior 
carries  with  it  no  right  to  interfere  with  the  relations  of  the  United 
States  to  both  sides.  If  my  neighbors  right  and  left  are  engaged  in 
a  hullabaloo  because  the  chickens  of  one  stray  into  the  backyard  of 
another,  and  the  other's  dog  disposes  of  them;  why  shall  not  my 
children  continue  to  slide  down  the  cellar  door  of  both  premises? 

We  seem  to  forget  that  the  ships  of  the  United  States  and  other 
neutrals  have  the  same  right  to  sail  the  seas  and  to  enter  the  ports 
of  aJl  the  belligerents  as  though  there  were  no  war  going  on — subject 
only  to  the  principle  that  neutrals  must  not  interfere  with  actual 
military  and  naval  operations.  Mines  are  now  the  ordinary  de- 
fence  of  seacoasts  and  neutrals  must  tajce  every  precaution  against 
them  when  approaching  a  coast  or  entering  a  port,  and  an  area 
where  a  sea-fight  is  going  on  is  not  a  suitable  place  for  merchant 
steamers  of  any  kind.  With  those  exceptions  there  are  only  two 
substantial  limitations  on  neutral  trade.  The  first  of  these  is 
contraband — a  term  which  every  student  of  international  law 
thought  he  understood  until  the  present  war.  The  reason  for  seis- 
ing contraband  is  simply  that  it  is  a  direct  participation  in  land 
and  sea  operations.  Although  by  the  custom  of  nations  no  gov- 
ernment is  bound  to  prevent  the  shipment  of  contraband,  no 
government  will  protect  it,  once  outside  its  ports;  or  make  any 
reclamation  for  its  capture,  if  it  be  truly  contraband. 

Partly  through  the  attitude  of  the  United  States  on  that  ques- 
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tioo  in  the  C^vil  War,  the  world  has  adopted  the  principle  of  "  con- 
tinuous voyages,"  which  is  in  effect  that  a  contraband  cargo  des- 
tined for  a  belligerent  may  be  seized  if  on  its  way  to  a  nsutral  port. 
The  crux  with  regud  to  contraband  is  the  list  of  eontraband 
articles.  And  here  the  only  question  is  whether  the  cargoes  do 
actually  and  directly  aid  the  recipient  to  carry  on  hostilities.  The 
suggestion  of  the  Kne^ish  that  cotton  ought  to  be  contraband  be- 
cause a  very  small  proportion  of  the  cotton  shipped  m^ht  be  trans- 
formed into  explosives  is  ridiculously  far  fetched.  Copper  seems 
to  be  a  necessity  for  making  of  munitions,  and  perhaps  m^;ht  be 
added.  Petrol  is  obviously  likely  under  present  conditions  to  be 
used  in  the  field;  but  what  about  steel,  without  which  guns  could 
not  be  cast  and  automotules  could  not  be  built?  Upon  this  whole 
question  of  the  list  of  contraband  the  State  Department  has  been 
weak;  for  while  manfully  protesting  against  delays  and  exaspera- 
tions in  the  proceedings  on  vessels  seised  on  the  basis  of  contraband, 
it  has  never  fonnally  protested  against  the  ever  expanding  Britidi 
list;  it  has  never  clearly  applied  the  touchstone  of  actual  military 
use  to  the  articles  held  up  by  the  British;  and  it  has  once  incau- 
tiously admitted  the  "  law  of  necessity"  as  a  valid  reason  for  altering 
the  ordinary  practices  of  international  law. 

Meaning   of   Blockade 

In  the  discussions  of  blockade,  also,  there  has  been  a  hesitancy 
to  base  the  position  of  the  United  States  on  the  solid  ground  of  the 
real  nature  of  blockade.  It  is  a  common  practice  of  war  to  invest 
a  port  by  sea,  partly  to  cut  off  its  commerce,  partly  to  prevent 
Bupphes  reaching  the  coast — always  as  a  positive,  active  military 
measure.  The  United  States,  during  the  Civil  War,  captured  vessels 
anywhere  on  the  high  seas  bound  to  the  ports  of  the  Southern  Con- 
federacy, because  outside  each  of  those  ports  it  had  a  competent 
blockading  squadron.  Any  vessel  attempting  to  enter  or  to  leave 
that  port  was  therefore  directly  interrupting  the  operatirais  thva 
going  on,  and  if  captured  was  good  prise. 

That  was  the  sort  of  blockade  which  it  was  supposed  the  iot- 
mense  British  fleet  would  institute  against  the  Qerman  coast,  and 
the  United  States  would  never  for  a  moment  have  questioned  the 
capture  of  ships  bound  to  actually  invested  ports.    For  reasons 
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beet  knowB  to  thetoBelves  the  Brit^  have  not  tboi^t  it  prudent 
to  establish  such  forces  o£F  the  coast.  They  do  not  feel  phydciJly 
able  to  keep  up  mich  a  blockade.  Having  failed  therefore  in  what 
was  supposed  to  be  ite  obvious  method  of  attack,  Great  Britain  has 
now  declared  a  blockade  which  is  not  a  blockade.  The  use  of  the 
word  in  the  British  Orders  in  Council  is  delusive.  And  this  bitter 
pill  ie  to  be  sugared  by  the  declaration  that  neutral  vessels  and 
cargoes  which  may  be  bound  to  belligerent  ports  shall  be  captured 
and  then  paid  for. 

The  American  government  has  officially  admitted  to  England 
that  "the  methods  of  modern  naval  warfare  ....  may 
make  the  former  means  of  maintfuning  a  blockade  a  physical  im- 
poeubility."  Then  instead  of  drawing  the  logical  deduction  that 
if  a  blockade  is  a  physical  impossibility  it  can  neither  be  instituted 
or  respected,  our  government  accepts  the  new  kind  of  blockade, 
which  is  practically  the  closing  of  the  EngUsh  Channel  and  the 
water  routes  to  the  north  of  the  British  Islands,  which  had  for  un- 
counted ages  been  the  common  property  of  mankind.  A  neutral 
vessel  entering  the  North  Sea  without  the  consent  of  Great  Britain 
in  no  way  interferes  with  British  warfare.  The  action  of  the  British 
and  German  governments  in  declaring  areas  on  the  high  aeaa  to  be 
"military  areas"  or  "sones  of  war"  has  no  more  justification  than 
it  would  be  to  hold  that  the  Straits  of  Belleisle  or  the  channel  between 
Key  West  and  Cuba  were  no  longer  open  for  American  commerce. 

Protedion  of  Nevtral  Rights 

To  protect  these  rights  which  have  been  so  wantonly  violated 
by  two  great  powers  is  a  hard  matter.  The  United  States  has  re- 
monstrated  in  a  manly  and  dignified  tone,  thoi^b  at  no  time  cover- 
ing the  whole  ground  of  just  complaint.  In  the  days  of  the  Orders 
in  Council  and  Decrees,  more  than  a  century  ago,  we  learned  the 
stem  lesson  that  appeals  to  humanity  and  common  sense  are  of 
little  weight  in  the  midst  of  such  passions.  It  has  been  suggested 
that  the  remainingmeutral  powers  ought  to  organise  as  did  Russia, 
Holland  and  other  European  powers  in  the  famous  Armed  Neutrality 
of  1781;  that  they  should  lay  down  a  program  of  their  rights  as 
neutrals,  and  insist  that  the  neutrals  should  respect  them.  Such 
joint  action  would  doubtless  have  some  infiuence,  and  it  would 
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remain  on  record  as  a  counsel  of  perfection.  Both  Great  Britain 
and  Germany  in  this  controversy  have  ar^ed  courteously  for  the 
absolute  necessity  of  their  behavior  aa  a  special  measure  intended  ^ 
to  countervail  the  awful  depravity  of  the  other's  action.  And 
Great  Britain  on  the  question  of  the  procedure  of  seizing  vessels 
and  prijse  courts  promised  amendment  which  has  hardly  been  carried 
out.  On  the  essential  point,  however,  of  capturing  or  destroying 
American  merchantmen  which  have  a  right  to  an  untroubled  voyage, 
they  are  alike  stubborn.  Perhaps  aometime  a  bill  for  damages 
may  be  presented  to  one  or  to  the  other  offending  power. 

Certainly  the  United  States  could  protest  with  vastly  more 
effect  if  it  had  a  navy  of  the  same  kind  as  that  of  Great  Britain  and 
Germany — that  is,  a  navy  including  a  number  of  fast  and  massve 
dreadnoughts,  and  also  including  a  large  flotilla  of  destroyers  and  of 
submarines,  and  a  suitable  aerial  contingent.  The  friendship  and 
the  trade  and  good  will  of  the  United  States  are  worth  having,  but 
not  sufficiently  so  to  protect  our  interests  in  a  time  of  crius.  The 
neutrality  of  the  United  States  has  to  be  maintained  with  a  slender 
military  backing.  The  United  States  is  standit^  up  as  the  ohaminon 
of  the  neutral  world,  and  is  maintaining  principles  which  would  other- 
wise go  under.  Nevertheless  nine  months  of  war  have  been  a 
sufficient  proof  that  unarmed  neutrality  is  a  steam  laimch  in  a 
cyclone.  However  sound  or  seaworthy,  the  most  it  can  expect  is  to 
live  through  the  storm. 
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Bt  AnOtTST  SCHVAN, 
Stodcholm,  Swedra. 

A  year  and  a  half  ago  The  Lord  Chaocellor  ot  EngUnd  paased 
through  New  York  ou  bis  retura  from  the  meeting  of  the  Ameri- 
can Bar  Aaaooiation  in  Montreat.  Before  be  enU^arked  he  aaid  to 
a  reporter  that  as  far  as  he  could  see  America  would  fifty  years 
hence  become  the  leading  intellectual  nation  of  the  world.  At 
that  time,  I  happened  to  be  in  Canada  and  in  a  Canadian  paper 
I  observed  the  following  comment  upon  Lord  Haldane's 
utterance.  "His  only  excuse,"  it  said,  "for  not  having  Been 
that  the  U.  S.  A.  already  is  the  leading  intellectual  nation  is 
that  he  only  passed  two  days  on  American  soil."  The  test  whether 
Lord  Haldane  or  the  Canadian  editor  was  right  will  come  at  the 
end  of  this  war.  It  gives  to  the  United  States  the  greatest  oppor- 
tunity for  a»vice  to  humanity  which  ever  was  given  to  any  nation. 
If  the  United  States  seizes  that  opportunity,  I  believe,  with  the 
Canadian  newspaper,  that  the  Lord  Cbanoellor  of  England  made 
a  false  statement.  The  whole  of  bis  address  to  the  huge  meeting 
of  the  prominent  lawyers  who  assembled  in  Montreal  centered  in 
the  proposition  that  "Sittlicbkeit"  ruled  the  world  to  a  far  greater 
extent  than  mere  law. 

Through  the  events  of  the  last  eight  months  we  have  been  able 
to  Bomewhat  ecrutinize  the  truth  of  this  proposition.  Culture 
and  "  Sittlichkeit "  have  received  some  startling  interpretations. 

Let  me  at  once  add  that  this  German  word  might  very  well  be 
translated  into  the  very  good  English  noun  "Righteousness"  of 
which  Colonel  Roosevelt  speaks  as  often  as  he  wants  to  impose  his 
own  standards  upon  the  rest  of  the  world  with  the  help  of  the 
armed  forces  of  this  great  country.  He  evidently  forgets  that 
righteousness  can  no  longer  be  an  outcome  of  theological  con- 
ceptions. He  overlooks  the  timely  withering  away  for  inspired 
doctrines  as  they  have  been  promulgated  in  the  past  either  by  priests 
or  by  emjKrors. 

With  the  birth  of  the  concept  of  evolution,  righteousness  can 
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mean  itothing  else  but  adaptation  to  the  environmeDt,  takea  in  its 
largest  meaning,  that  is  to  say,  embracing  not  only  the  whole  of 
nature  apart  from  man  but  also  all  these  human  beings  who  happen 
to  live  OD  this  little  planet  at  the  same  time. 

If  thiB  definition  of  righteoomess  be  granted,  as  it  needs  must 
be  by  all  those  who  care  for  scientific  truth,  the  real  cause  of  the 
awful  calamity  which  at  present  ravines  the  earth  is  easily  discerni- 
ble. The  disaab-ous  effect  of  outlived  traditi(H»  and  sepulchred 
shibboleths  becomes  apparent. 

As  far  aa  war  and  peace  are  concerned,  mankind  is  moved 
by  ethical,  political  and  economic  considCTations.  Whatever  their 
specific  interrelation  may  be,  they  no  longer  correspond  to  the 
actual  conditions  of  life.  They  have  one  and  all  a  more  or  less 
national  basis.  They  must  clearly  be  out  of  date  when  the  en- 
vironment of  every  ungle  individual  is  no  longer  a  town,  a  province, 
a  state  or  a  continent  but  the  whole  planet,  from  which  every  one 
of  us  draws  more  or  less  in  order  to  satisfy  even  the  simplest  materifd 


The  ethical  conceptions  of  the  so-called  civilised  world  go  back 
to  a  time  when  even  the  moat  advanced  thinkers  thought  the 
earth  a  pancake  with  a  heaven  above  and  a  hell  below.  Its  p<diti- 
csl  conceptions  are  the  direct  descendants  of  the  doctrines  of  Im- 
p^al  Rome  confined  to  the  shores  of  the  Mediterranean  and 
surrounded  by  unknown  hordes  of  savages.  Our  economic  conoep- 
tionB  are  still  (^der.  They  have  an  almost  prehistoric  origin  when 
the  secret  of  steam  was  hidden  in  every  boiling  kettle  and  the 
greatest  labor  unions  were  innumerable  isolated  tribes. 

Yet  the  nations  of  the  earth  have  endeavored  to  regulate  their 
intercourse  according  to  these  time-honored  and  unborn  concep- 
ttona.  No  wonder  that  they  have  failed  I  No  wonder  that  the  very 
men  who  have  striven  to  replace  war  by  peace  have  so  ignomini- 
ouflly  drawn  the  ridicule  of  the  rest  of  mankind  upon  themselves. 
All  the  empty  talk  of  the  pacifists  during  the  last  three  decades 
has  accomplished  nothing  but  the  ludicrous  increase  of  umaments 
which  led  to  the  European  war.  Their  pious  inadvertences  made 
the  slumbering  military  interests  take  to  overstating  their  case,  to 
overemphasise  their  importance.  Belonging  to  the  circles  that 
had  close  conDcctions  with  the  governments,  sprung  from  those 
vested  interests  which  control  the  majority  of  the  advertising 
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organs  which  daily  poison  the  public  mind,  the  apokesmen  of 
armies  and  navies  met  the  assault  of  the  pacifist  with  a  steadily  in- 
creasing offensive.  The  columns  of  the  press  were  filled  with  a 
more  intense  nationalism  than  ever  before. 

At  such  a  time  the  modern  pacifists  are  proposing  to  abolish 
war  by  the  formation  of  peace  leagues,  by  laying  down  certain  rules 
for  not  using  the  armaments  which  they  are  too  meek  to  do  away 
with.  What  would  be  thought  of  anybody  who  proposed  to  root 
out  crime  by  asking  the  criminals  to  form  societies  for  not  commit- 
ting murder  and  burglary  and  establish  certain  rules  for  the  use  of 
their  implements?  How  does  up-to-date  criminal  therapeutics 
proceed?  Don't  we  try  to  prevent  crime  by  doing  away  with  those 
causes,  with  those  social  conditions  as  poverty  and  unwholesome  sur- 
roundings, which  produce  criminals? 

If  we  want  to  see  the  last  of  war,  we  have  to  proceed  in  the 
same  manner.  The  only  possible  way  of  abolishing  war  is  to  root 
out  nationalism.  As  long  as  the  pacifists  refuse  to  tackle  this 
side  of  the  question  of  peace  and  war,  they  will  continue  to  "ac- 
complish precisely  and  absolutely  nothing."  If  we  want  to  make 
this  war  the  last  of  all  wars,  we  must  preach  not  internationalism 
which  presupposes  nationalism  but  cosmopolitanism  or  univers^- 
ism.  We  must  at  once  drop  all  that  inndious  teaching  in  nurseries, 
schools,  colleges,  universities  and  on  the  political  platform  which 
arouses  the  patriotism  of  the  people.  We  must  put  those  demar 
gogues  who  want  to  wield  the  Big  Stick  out  of  commission  and  let 
them  keep  company  with  those  other  politicasters  who  don  the 
shining  armor  and  shake  the  mailed  fist,  who  long  to  hold  the  tri- 
dent and  in  the  meantime  carry  on  their  bloody  trade  with  the  help 
of  God.  Then  and  only  then  will  we  cease  to  act  as  slaves  of  the 
past  and' become  the  gods  of  that  present,  which  science  has  and 
constantly  is  unveiling  for  us  in  all  its  limitless  and  matchless  posm- 
bilities. 

The  leading  statesmen,  or  let  us  rather  give  them  their  true 
name,  the  shouting  politicians,  have  themselves  in  so  many  words 
told  us  that  statesmanship  as  it  has  been  evolved  out  of  the  history 
of  the  dim  past  has  played  out  its  nefarious  rdle.  In  every  country 
they  have  cried  out  against  the  madness  of  armaments.  But  at 
the  same  time  they  have  taken  pains  to  assure  their  patient  hearers 
that  they  could  do  nothing  to  stop  this  insane  increase  in  unpro- 
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ducUve  expenditure  which  burdens  every  shoulder  to  destitution 
and  poverty  before  it  bleeds  it  in  ghastly  misery  and  deadly  suffer- 
ing.    They  have  declared  the  bankruptcy  of  modern  statesmanship. 

As  a  matter  of  fact,  the  old  historical  conception  of  govern- 
ment has  rapidly  become  obsolete.  The  state,  the  nation,  have  no 
longer  any  reason  to  exist  as  separate  entities,  to  focus  men's 
attention  as  they  did  but  a  generation  ago.  Today,  for  the  first 
time  in  human  history,  all  national  frontiers  are  practically  coter- 
minous. The  earth  harbors  no  longer  any  unknown  territories 
from  which  surprise  attacks  can  be  sprung  on  civilization.  The 
menace  is  far  greater.  It  comes  from  within  the  very  walls  of 
civilization.  It  springs  from  the  fact  that  I  have  already  men- 
tioned, that  our  accepted  and  blindly  obeyed  ethical,  political  and 
economic  conceptions  no  longer  correspond  to  the  real  conditions  of 
the  planetary  epoch. 

In  this,  the  most  wonderful  time  that  mankind  has  ever  seen, 
there  is  no  need  for  national  governments  as  hitherto  conceived. 
The  need  for  their  appearance  and  continuance,  the  desire  for 
knowledge  of  the  unknown  surroundings,  the  desire  for  expansion, 
is  no  longer  an  absolute  necessity.  The  conquest  of  the  globe  has 
been  accomplished.  For  the  first  time  in  its  history,  mankind  knows 
the  ultimate  sphere  of  its  action.  The  whole  of  the  earth  is  known 
and  this  knowledge  has  been  spread  to  all  its  parts.  Unless  we  con- 
stantly bear  this  salient  message  of  our  time  in  our  minds,  we  shall 
never  use  our  magnificent  and  unique  opportunities  to  their  great- 
est advant^e. 

This  conquest  of  the  globe  by  knowledge,  by  science,  or  what- 
ever we  choose  to  call  it,  brings  with  it  the  foundations  for  permanent 
peace  and  disarmament,  provided  we  draw  all  the  consequences 
which  it  implies.  The  most  important  is  that  the  national  govern- 
menta  no  longer  should  be  allowed  to  retain  any  functions  of  sov- 
ereignty outside  the  borders  of  their  respective  nations.  The 
time  has  come  when  national  governments  should  occupy  the  same 
positions  as  our  municipalities.  They  should  simply  become  ad- 
ministrative boards  over  such  wide  areas  as  the  needs  of  nationality 
demand. 

Then  public  international  law  will  become  as  superfluous  as 
it  is  fictitious.  It  can  be  replaced  by  a  code  of  international  behav- 
ior so  simple,  so  definite  and  so  concise,  as  to  be  the  intellectual  in- 
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heritance  of  all  men  and  women  in  every  clime  while  that  fiction  which 
is  commonly  supposed  to  regulate  the  most  momentous  intercourse 
between  the  nations  is  known  only  by  a  few  hundred  professors  of 
whom  no  two  agree  to  the  exact  meaning  of  the  different  stipulations 
of  the  international  law. 

In  order  to  establish  this  code  and  thereby  secure  permanent 
peace,  I  would  suggest  that  the  coming  Peace  Congress  should 
eliminate  the  functions  of  political  government  from  the  field  of 
international  relations.  Though  somewhat  hidden  from  the  public, 
this  process  has  already  begun.  We  are  today  all  aware  that  prac- 
tically no  idea,  no  discovery,  no  invention  can  for  any  length  of 
time  remain  purely  a  national  possession.  But  how  many  of  you 
realize  that  there  already  exist  nearly  one  hundred  and  fifty  inter- 
national public  unions  like  the  postal  union,  the  sugar  commission, 
the  institute  of  agriculture  and  other  similar  institutions  where 
national  sovereignty  is  more  or  less  yielding  to  cosmopolitan  ex- 
perts. 

In  order  to  eliminate  political  influences  from  international 
intercourse,  in  order  to  do  away  with  that  secret  diplomacy  which 
has  deluged  the  annals  ol  mankind  with  oceans  of  blood,  we  have 
but  to  proceed  further  on  that  road.  National  sovereignty  must 
at  all  times  and  in  all  circumstances  stop  at  the  national  borders. 
The  state  must  cease  to  be  an  entity  opposed  to  other  states.  To 
reach  this  goal  the  general  acceptance  of  six  cardinal  principles 
should  form  the  basis  of  the  coming  peace  treaty. 

Tiiese  six  are:  the  principles  of  nationality;  of  universal  free 
trade;  of  a  world  citizenship;  of  a  planetary  jurisdiction;  of  an 
oceanic  police;  and  of  a  standardization  of  the  national  police  forces. 

The  principle  of  nationahty  I  do  not  need  to  discuss.  It 
means  that  every  people  shall  have  the  right  to  have  that  kind  of 
government  that  it  wanta  to  have  or  is  willing  to  submit  to.  It  is 
of  the  essence  of  peace  that  all  independent  communities  should 
be  internally  so  sympathetic  that  they  are  willing  to  grant  to 
others  the  same  rights  which  they  claim  for  themselves. 

The  principle  of  universal  free  trade  is  intimately  associated 
with  the  principle  of  nationality.  The  map  of  Europe  cannot  be 
satisfactorily  arranged  so  long  as  the  policy  of  tariff  walla  necessitates 
the  violation  of  the  principle  of  nationality  n  order  to  give  land- 
locked races  access  to  the  sea.    It  would  be  just  as  unjust  to  haye 
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Poles  and  Bohemians  rule  over  Germane  as  it  is  to  see  the  latter 
have  dominaDce  over  the  former  or  the  Southern  Slavs  choke 
under  the  yoke  of  Hungary.  Universal  free  trade  means  the 
greatest  deterrent  to  war  that  it  is  possible  to  imagine.  It  means 
such  a  specialization,  such  a  diversifying  of  production,  whether 
industrial  or  agricultural,  that  no  single  wea  could  afford  to  shut 
itself  oS  from  unhampered  intercourse  with  the  rest  of  the  world. 
Protection  has  as  itb  moral  support  the  theory  that  the  foreigner 
should  be  exploited.  Its  practical  results  mean  the  exploitation 
of  the  many  by  the  few  who  manage  to  sell  their  produce  at  an 
inflated  price  behind  the  Chinese  walls  which  they  have  r^sed  under 
the  cover  of  patriotism.  It  is  such  an  expression  of  unabashed  sel- 
fishness that  no  protectionist  should  be  allowed  to  talk  of  justice, 
rightousness  and  humanity.  On  his  lips  they  really  are  nothing  but 
the  worst  kind  of  hypocrisy.  With  universal  free  trade,  a  nation  of 
two  million  inhabitants  will  be  just  as  well  off  as  a  people  of  hundred 
millions  because  both  get  the  same  mu-ket,  the  bi(s;eBt  to  be  had, 
the  whole  earth.  Efficiency  and  industry  wiU  reach  their  proper 
reward  while  there  will  be  no  reason  for  conquest  in  order  to  en- 
large the  market.  Thus  the  fallacious  cry  for  a  place  in  the  sun 
will  lose  much  of  its  driving  power. 

It  will  lose  all  meaning  if  the  principle  of  a  world  citizenship  is 
carried  out  so  that  every  individual,  of  whatever  nationality  he  may 
be  bom,  gets  the  right  to  be  treated  everywhere  as  a  full-fledged 
oiti&en.  The  world  citizenship  means  that  from  the  moment  any- 
body is  admitted  into  any  country  be  should  in  all  respects  be 
treated  as  a  citizen  of  that  country.  It  means  that  no  single  in- 
dividual will  put  his  native  country  in  the  absurd  portion  of  having 
to  sacrifice  thousands  and  thousands  of  lives  and  hundreds  of 
millions  of  dollars  to  repair  a  wrong  which  if  committed  within  its 
own  borders  simply  would  have  resulted  in  a  lawsuit.  In  relation 
to  those  parts  of  the  earth  which  cannot  yet  govern  themselves, 
which  constitute  the  white  man's  burden,  the  world  citizenship  should 
imply  the  right  of  admission  according  to  a  certain  percentage  of 
population.  Only  thus  can  the  principle  of  the  open  door  be  fully 
carried  out. 

If  those  three  principles,  of  nationality,  universal  free  trade, 
and  world  oitisenship,  are  firmly  established,  diplomacy  will  be- 
come a  lost  art.    Trickery  and  dishonesty  will  cease  to  filter  through 
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the  body  politic  from  above.  Foreign  offices,  embasaes,  legstionB 
and  consulates  can  be  shut  up  provided  a  jurisdiction  is  brought  to 
play  which  can  adjust  all  those  legal  difficulties  arising  out  of 
planetary  intercourse.  But  this  supreme  court  of  courts  must 
receive  the  same  competence  as  the  supreme  court  of  this  country 
which  unlike  the  present  Hague  Tribunal  is  open  to  appeals  from 
individuals.  If  national  sovereignty  stops  at  the  national  borders, 
no  government  as  such  should  logically  be  able  to  come  before  the 
supreme  court  of  courts. 

The  majesty  of  the  law  would  everywhere  gain  by  such  a  con- 
ception. The  state  as  a  personality  would  be  dead.  There  would 
in  fact  be  no  public  law.  Everyone  would  see  that  the  pretended 
opposition  between  social  and  individual  aims  is  a  result  of  the 
shallow  thought  of  pre-evolutionaiy  days. 

The  supreme  court  of  courts  should  be  composed  of  the  necessary 
number  of  judges  allowing  a  world-wide  distribution  of  its  numerous 
divisiona.  Those  judges  should  in  no  sense  represent  the  different 
nations  but  the  best  judicial  talents  to  be  found  all  over  the  earth. 
Elected  according  to  the  number  of  the  population  they  should  be 
well  paid  out  of  a  common  fund  and  with  a  life  appointment  so  as  to 
be  perfectly  independent  of  any  national  ties. 

If  national  soverei^ty  is  really  to  stop  at  the  national  borders, 
the  high  sea^  should  be  put  entirely  under  the  authority  of  the 
supreme  court  of  courts.  This  would  materially  enhance  its  im- 
portance and  daily  bring  home  to  millions  of  people  the  entity  of 
humanity.  To  be  able  to  control  the  highways  of  commerce,  the 
supreme  court  of  courts  must  possess  a  fleet  which  would  constitute 
the  oceanic  police.  It  need  not  be  very  large.  Some  hundred 
Small  cruisers  manned  by  s^ors  from  some  small  nationalities  with- 
out political,  colonial  or  economic  ambitions  like  Norway  and 
Denmark  would  suffice.  If  need  be  this  force  will  be  quite  sufficient 
to  make  any  national  government  which  should  refuse  to  carry  out 
a  judgment  delivered  by  the  supreme  court  of  courts  come  to  its 
senses.  With  universal  free  trade,  the  mere  possibility  that  the  ships 
and  floating  merchandiiie  belonging  to  such  a  nation  could  be 
seised  by  the  oceanic  police,  would  secure  due  respect  for  the 
planetary  jurisdiction. 

Then  the  pretext  for  national  armies  and  navies  is  forever  gone. 
No  other  armed  forces  than  those  necessary  for  keeping  law  and 
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order  within  every  independent  community  should  be  allowed.  In 
order  to  prevent  secret  preparationa  for  warlike  action  it  is,  how- 
ever, advisable  that  the  Peace  Treaty  should  standardtEe  the 
strength  of  the  national  police  forces.  All  armament  works  should 
be  destroyed.  We  only  require  an  arsenal  at  Malta,  for  the  oceanic 
police,  a  rifle  factory  in  the  United  States  and  an  ammunition  factory 
ID  AuBtralia  supplying  the  police  forces  of  al  nations  accordii^  to  a 
fixed  schedule. 

This  may  seem  to  be  nothing  but  a  Utopia.  So  it  would  be  if 
peace  were  a'  matter  of  prayer  and  hope.  But  fortunately  per- 
manent peace  is  a  matter  of  will  and  intellect.  Let  the  American 
people  who  already  represent  more  than  one-eighteenth  part  of 
mankind  take  the  firm  lead  on  the  basis  I  have  outlined  and  war 
will  soon  be  a  thing  of  the  p>a6t.  It  la  so  little  inherent  in  human 
nature  that  Europe  has  had  to  resort  to  conscription  in  order  to 
get  enough  men  to  fight  the  cause  of  the  governments,  because  at 
the  bottom  most  men  are  reasonable  human  beings  as  soon  as  they 
are  freed  from  superstition  and  ignorance,  prejudice  and  tradition. 
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AMERICA'S  POSSIBLE  CONTRIBUTION  TO  THE 
WORLD'S  PEACE 

By  Obcab  S.  Straob, 

Pomur  AmbMBodor  And  manber  of  the  FonuHunt  Court  of  Aibitnt  on  at  (ha 

HasiM. 

Any  diBousaioD  of  America's  poanUe  coDtribution  to  the  world's 
peace  must  at  this  time,  in  the  nature  of  things,  be  purely  speculative 
and  hypothetical.  Whether  this  war  will  end  by  the  decided  vic- 
tory of  the  one  sde  or  the  other,  or  whether  it  will  be  prolonged  to  a 
state  of  exhaustion,  or  whether,  before  such  a  state  is  reached  and  in 
rec<^mtioD  of  the  probability  that  such  will  be  the  result,  the  war- 
ring nations  may  come  together  by  their  representatives  in  con- 
ference to  arrange  for  the  conclusion  of  the  war  and  for  plans  to 
secure  by  n^otiation  what  they  may  have  failed  to  secure  at  the 
cannon's  mouth — these  are  questions  surrounded  with  so  much 
uncertainty  at  the  present  time  that  no  one  is  justified  in  forming  a 
definite  conclusion. 

President  Wilson  and  his  administration,  animated  by  the  high 
and  noble  desire  to  conserve  the  moral  influence  of  our  country  as  a 
mediator  and  peace-mi^er,  have  made  and  are  making  every  effort 
to  maintain  not  only  a  strict  attitude  of  neutrality,  but  also  a  spirit 
of  impartiality  on  the  part  of  our  people.  To  quote  the  President's 
words  from  his  recent  address  to  the  members  of  the  Aaaociated 
Frets: 

LM  ub  think  of  America  before  we  think  of  Europe,  in  ntler  that  America 
may  be  fit  to  be  Europe'e  fnaid  when  the  day  of  teatod  friendship  comes.  The 
teat  of  .friendship  ia  not  now  aympathy  with  the  one  aide  or  the  other,  but 
getting  ready  to  help  both  aidee  when  the  abvggle  ia  over. 

And  yet  with  all  this  effort  on  the  part  of  our  government, 
which  has  been  conmatently  urged  by  the  President  and  followed 
since  the  beginning  of  the  war  and  sometimes  in  the  face  of  severe 
provocation,  our  government's  attitude  has  been  minnterpreted,  as 
is  evidenced  by  the  press  not  only  in  Germany  but  likewise  in  Great 
Britain  and  in  the  other  belligerent  countries.  This  misinterpreta- 
tion, fault-finding  and  even  reproof  have  been  officially  expressed  in  a 
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statement  authoritatively  ^ven  out  a  short  time  ago  by  the  German 
ambassador,  protesting  against  our  not  observing  our  neutral  obli- 
gations. Utterances  in  some  of  the  leading  British  papers  would 
indicate  that  our  attitude  of  neutrahty  hkewise  does  not  satisfy 
public  opinion  in  that  country. 

I  refer  to  these  facts  because  the  attitude  and  the  disposition 
toward  us  of  the  belligerent  nations  will  have  a  direct  bearing  upon 
what  contribution  we  may  be  invited  or  permitted  to  make  in  aiding 
in  the  establishment  of  peace  among  the  warring  nations  and  in  the 
development  of  plans  for  securing  the  permanent  peace  of  the 
world. 

There  is  yet  another  important  consideration  which  we  shall 
.  have  to  determine  for  oursdves  before  it  will  be  possible  for  us  to 
have  a  part  or  take  a  part  in  devising  plans  for  the  peace  of  the 
world.  The  American  traditional  policy  has  been  expressed  in  two 
important  state  papers,  in  Washington's  farewell  address,  and  in 
President  Monroe's  message  to  Congress,  which  state  papers  have  a 
prestige  and  authority  second  only  to  the  Declaration  of  Indepen- 
dence and  the  Constitution  of  the  United  States.  Washington,  in 
his  farewell  address,  stated  that  Europe  had  "a  set  of  primary 
interests  which  to  us  have  none  or  very  remote  relations."  His 
thought  was,  that  it  was  the  course  of  wisdom  bo  far  as  possible  to 
disassociate  America  from  the  ordinary  vicissitudes  of  European 
politics. 

Monroe,  in  his  message,  amplified  the  Washington  policy  as  the 
changed  circumstances  and  the  immediate  necessities  demanded, 
by  remindii^  the  powers  of  the  Holy  Alliance  of  our  policy  in  r^ard 
to  European  nations,  that  we  would  not  interfere  in  their  internal 
concern,  and  that  we  would  not  r^ard  their  interference  in  the 
aftairs  of  the  government  of  the  states  on  the  American  continent 
with  indifference.  This  American  pohcy  in  its  double  form  was 
annexed  to  the  signatures  of  the  American  del^ates  to  the  Hague 
convention,  and  was  spread  on  the  minutes  of  the  conference,  and 
as  such  recognized  by  the  nations  of  the  world. 

The  question,  therefore,  natur^y  arises:  has  America  the 
right  to  demand  participation  in  the  conferences  of  the  belligerent 
nations  following  the  present  war,  for  the  purposes  of  arranging  fot 
the  future  peace  of  the  world?  Another  question  presents  itself; 
eveo  if  we  should  not  have  the  right,  and  in  the  event  that  we  should 
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be  invited  by  the  belligerent  nations  as  the  leading  neutral  power  to 
ptuticipate  in  such  a  conference,  can  we  do  so  without  imphedly,  if 
not  expresaly,  relinquishing  our  traditional  attitude  of  exclusive 
control  over  purely  American  qucfltions? 

This  contingency  will  bring  to  the  foreground  the  considerafion, 
if  not  the  wisdom,  of  a  further  extension  if  not  a  reversing  of  the 
American  tradition!^  policy  as  outlined  by  Washington  when  he 
aud: 

The  great  rule  of  ixmduot  for  us  in  reg&rd  to  foreign  natioiu  ia  in  vzte&d- 
ing  our  oommenaal  relatioiu  to  have  with  them  M  litUe  politiotd  cmmectioa  m 
poarible.  So  (v  u  we  haTe  aiready  rormed  engagement*,  let  thraa  be  fulfilled 
with  perfect  good  faith.    Here  let  ub  stop. 

The  question  that  would  present  itself,  have  not  the  world 
relatioaa  and  the  interdependent  interests  of  nations  since  Wash- 
ington's admonition  was  given,  become  so  closely  and  intimately 
related  so  that  our  duty  to  other  nations  as  well  as  our  own  "en- 
lightened self -interests  "  make  it  imperative  upon  us  not  to  "stop," 
but  to  unite  with  the  nations  of  the  world  in  such  a  policy,  be  it  by 
international  agreement,  by  entering  into  a  league  with  the  leading 
nntions  of  the  world,  or  by  becoming  a  member  of  a  world  federa- 
tion, or  by  unitii^  in  such  a  joint  arrai^ment,  as  in  the  wisdom  of 
nations  may  be  determined  upon  as  the  most  practical  and  efFective 
for  the  establishment  and  maintenance  of  the  peace  of  the  worldT 

From  generation  to  generation  we  have  been  making  radical 
changes  in  our  internal  policies,  and  notably  in  the  direction  of  the 
enliffgement  of  the  powers  of  the  central  government.  The  Inter- 
state Commerce  Laws  and  the  Federal  Reserve  Act  are  themselvee 
distinct  evidences  of  those  changes.  A  nation  cannot  remain  sta- 
tionary any  more  in  its  national  than  in  its  international  relation- 
ship and  policy.     "New  occasions  teach  new  duties." 

It  ia  not  improbable  that  the  outgrowth  of  this  war  will  afiFect 
the  future  policies  not  only  of  the  belligerent  nations  but  of  neutral 
nations  as  well.  Norman  Angell  says  that  if  we  do  not  mix  in 
European  affairs,  Europe  will  mix  in  our  affairs,  and  that  the  day 
of  isolation  for  us,  whether  we  like  it  or  not,  is  over.  He  may  be 
right.  It  is  much  easier  for  a  country  when  it  is  small  in  population 
and  in  interests  to  remain  aloof,  than  when  it  becomes  one  of  the 
great  powers  of  the  world.  Our  country  with  its  population  of  a 
hundred  million  and  its  expanded  world  commerce  is  too  large  a 
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factor  to  stand  aloof  from  world  queetioDB,  In  the  event  of  a 
league  or  confederation  of  the  leading  nations,  for  ub  to  aeparate 
ouTBelvea  by  refusing  to  assume  our  share  of  responsibility  might 
conflict  with  our  national  interests  and  our  international  duties  and 
have  the  result  of  placing  ourselves  in  opposition  to  the  world 
policies  of  th«  new  world-state.  In  such  an  event,  would  it  not  be 
better  for  such  a  worid-state  as  welt  as  for  ourselves  to  form  a 
part  of  such  a  state  and  help  to  shape  its  policies  as  one  of  the  im- 
portant constituent  members,  than  to  conserve  our  tradition^  pol- 
icies and  stand  aloof  7 

These  are  questions  that  not  unlikely,  I  might  say,  very  prob- 
ably, will  present  themselves  to  the  American  government  at  the 
outcome  of  the  present  war  or  even  before,  in  contributing  its 
mediatory  offices  in  bringing  the  war  to  a  conclusion. 

Our  country  has  as  deep  a  concern,  not  only  morally,  but 
economically  and  industrially,  in  the  peace  of  the  world  as  any  one 
of  the  larger  nations.  A  war  such  as  this,  or  upon  such  a  consider- 
able scale,  affects  under  the  changed  economic  and  commerdal 
conditions  and  relationships  of  modem  times  the  neutral  nations 
only  to  a  lesser  dc^^ee  than  the  nations  actually  at  war.  And, 
ther^ore,  have  we  not  the  right  and  is  it  not  our  duty  to  codperate 
to  the  fullest  of  our  power  in  the  perfection  and  the  maintenance  of 
a  plan  tor  the  preservation  of  peace? 

It  is  to  be  hoped  that  the  extreme  suffering  and  sacrifice  that 
this  war  entails  may  have  the  comp^isation  of  developing  supreme 
wisdom  on  the  part  of  the  nations.  The  nations  of  the  woHd,  to 
be  at  peace,  must  develop  a  broader  patriotism  as  distinguished 
from  a  national  jingoism,  a  more  enlightened  sense  of  justice  which 
does  not  preach  one  goepel  on  one  side  of  a  national  border  and  a 
different  or  oppoate  gospel  on  the  other  side.  In  other  words,  so 
long  as  the  standards  of  national  justice  and  international  justice 
are  not  in  consonance  but  on  different  levels,  and  in  many  respects 
directly  opposed  to  one  another,  the  security  for  peace  must  largely 
depend  upon  the  doctrine  of  might.  Until  the  international  con- 
science is  brought  under  the  majesty  of  the  law,  there  can  be  no 
permanent  security  for  international  peace. 

Perhaps  the  most  guiding  and  impressive  contribution  that 
America  can  make  to  the  world's  peace  is  the  successful  experiment 
and  example  of  ite  federated  union  of  forty-eight  separate  common- 
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wealtha,  which  affords  to  the  world  a  striking  illuatration  that  its 
preservation  is  due  to  the  fact  that  behind  the  rij/ht  of  each  one  of 
these  commonwealths,  the  smallest  as  well  as  the  largest,  stands  the 
united  might  of  all.  This  greatest  of  all  wars,  involving  directly 
nearly  two-thirds  of  the  population  of  the  world,  is  a  glaring  and 
ghastly  evidence  that  international  relationship  has' to  be  recon- 
structed, that  the  plans  heretofore  devised,  of  nations  standing 
alone  or  separating  themsdves  into  two  or  three  great  diviaious 
under  dual  or  triple  alliances  and  eotentes,  have  lamentably  broken 
down,  and  instead  of  leesening  the  area  and  the  horrors  of  war,  have 
had  the  opposite  result  and  drawn  nations  into  war  that  otherwise 
would  have  remuned  at  peace, 

Tb^^fore,  the  federation  or  league  of  all  the  states  in  the  Amer- 
ican union  embodies  the  ideal,  if  not  the  plan,  for  a  universal  league 
or  federation  of  the  uations  as  the  surest  and  safest  guarantee  for 
securing  the  permanent  peace  of  the  world.  In  such  a  federation 
power  will  be  needed,  not  for  aggression  but  to  prevent  agression. 
Power  will  be  needed,  not  to  promote  the  selfish  ends  of  individual 
nations  but  to  curb  them.  Power  will  be  needed,  not  for  making 
war  but  for  repressing  war,  for  mfunt^ning  peace.  Power  will  be 
needed,  not  for  breaking  treaties  but  for  maintaining  them;  and 
this  power  must  not  be  vested  Ui  one,  but  in  ali  the  nations. 


Digitized  byGoOgIC 


BOOK   DEPARTMENT 
NOTES 

Bi-AND,  A.  E.,  Bbown,  p.  a.    and  Tawnbt,  R.  H.    Bnuliah  Eamomie  HiOory. 

Pp.  xx,  730.    Price,  $2.00.    New  York:  The  Maomillan  Company,  1014. 

DociUBentary  material  touching  every  phase  of  the  econoniia  history  Ot 
Enc^and  from  the  year  1000  to  1848  is  iHeaented  in  this  Tolume.  To  ftudaota 
and  teaehen  of  Englkh  history,  poUtical  or  eoonomio,  this  woilc  should  prove 
an  invaluable  aid.  The  material  is  well  ohoeea  and  the  explanatory  notes  at  tbe 
beginning  of  e(u^  chaptw  are  good.  An  eepeoially  pleasing  feature  is  the  preaen- 
tatitm  of  a  list  of  Uie  leading  authorities  who  have  writtKi  on  each  topic  con- 
sidered. 

BoBANguirr,  Hxlbn.     The  FaatUy.    Pp.  vii,  344.    Price,  S2.25.    New  York: 

The  MacmiDan  Company,  IQlfi. 

This  very  valuable  treatise  is  simply  a  reprint  of  the  edition  of  1006  without 
revision.  It  is  fortunate  for  students  of  eodety  that  the  publishers  have  not 
allowed  it  to  be  out  of  print. 

Bbown,  Hasbt  G.    IiOemalUmal  Trade  cmd  Bxefiange.    Pp.  xviii,  197.    Prioe, 

S1.60.    New  York:  The  MacmiDan  Company,  1914. 

In  part  I,  the  author  takee  up  the  subject  of  foreign  exchange.  The  first 
two  chapters  are  introductory;  in  them  he  develops  briefly  the  principlee  gov- 
wning  tlte  use  of  money,  and  describes  the  functions  of  a  oommerciEd  bank. 
The  remaining  four  chapters  aie  devoted  exclusively  to  an  analysis  of  the  under- 
^ring  principles  influendng  changes  in  the  rates  of  foreign  exchange.  The  sub- 
ject is  treated  in  such  a  way  that  the  student  can  eaeily  oomprehend  the  theory 
and  practice  of  international  exchange  operatioos.  Illustrations  and  hypotheti- 
cal transactions  serve  to  simplify  the  mibject. 

Part  II,  the  "Economic  Advantages  of  Conuoeroe,"  treats  the  question  as 
to  bow  it  is  poeeible  for  gains  to  be  made  in  trading  and  how  such  gains  may 
accrue  to  OMnmunities  and  natirais  as  well  as  to  individuak.  He  goes  on  to 
show  how  tariff  duties  and  protective  tariffH  aSect  a  nation's  wealth  through  rent, 
interest,  and  wages.  One  of  these  chapters  is  devoted  to  answering  protective 
tariff  arguments.  In  the  last  two  chapters  the  author  enters  into  a  discuasioa 
<A  the  nature  and  eSects  of  government  bountiee  and  of  ship  subodies;  and  con- 
dudes  that  both  of  theee  aids  are  without  economic  justification. 

The  arrangement  of  the  material  is  good  and  makes  the  work  a  satisfactory 
Uxt  f(v  a  ooune  on  international  oommercial  policies. 

BcLLooK,  Edna  D.  (compiled  by).  Sw^Ie  Tax.  Pp.  xxxviii,  199.  PswLn, 
EsrrH  M.  (compiled  by).  Ftdtral  Control  of  InMrttote  CorponOuni  <^bA  and 
Enlarged  Edition).  Pp.  xxx,  240.  The  R«eaU  (2nd  EdiUan,  Revised  and 
Enlai^).  Pp.  zlviii,  273.  ifonroe  Dodrine.  Pp.  xxviii,  263.  Prioe, 
tl.00  eadi.  White  naina,  N.  Y.:  The  H.  W.  Wilsoo  Gmnpany,  1916. 
280 


Digitized  by  Google 


236  Thb  Annau3  of  thb  Ahbsican  Acadbict 

BuBcnas,  Tbomab.    GnAa  tn  Awitnea.    Pp.  zir,  266.    Prioa,  $1.35.    Bootoo: 

Sherman,  Frendi  and  ConqMny. 

T\m  IB  the  BBoaad  book  dealing  wiUi  tits  Gra^  in  Amerioa,  the  fint  bong 
that  of  Frofeanr  Fairohild  entitled  Onde  tmmignlim  to  Ott  United  Statm,  pob- 
liflhed  in  IBll.  Thia  Tohune  ■■  1cm  oompnhoinw  but  more  perscmal,  and  in- 
dudea  beeides  the  gentntl  deacriptiTe  matter  two  oh^>t«cs  on  Famou*  American 
Gr«ekB  and  an  extended  bibliography.  Compand  with  Furohild'a  work  whioh 
the  author  duraetoiiea  ai  lacking  in  "faimen,  eare,  and  aaairaay"  me  is 
impriwiinH  by  the  fact  that  this  work  is  a  brief  for  Uie  Oredcs  in  the  United  States; 
an  attempt  "to  deooribe  the  Grades  pictuisaqudy  and  as  far  as  poaaible  from  Uie 
QnA  Btandpoint,"  rather  than  an  unbinaad  deecnption  of  aU  phaaw  of  tbs  iHob- 
lem.    It  should  aupptaneat  rather  than  nq^aoe  Fairohild  in  library  and  oksaroom' 

Cabot,  Elu  L.,  wr  al.    A  Caurtt  in  CUizerukip.    Pp.  aiv,  3SS.    Price,  tl.26. 

Boston:  Houghton,  Mifflin  Company,  1B14. 

A  text-book  for  the  grades  in  which  the  pedagt^cal  onto,  ratites  than  the 
formal,  logical  one,  dominatce.  The  book  is  a  notable  experiment  illustrative 
of  itew  methods  of  approaching  the  teaching  of  ciTios. 

CLonQH,  JoHK  £.    Soeiat  Chri^ianitg  in  the  Orient.    Pp.  xiii,  409.    Price,  tlM. 

New  York:  The  MacmilUn  Company,  1Q14. 

This  is  the  inner  hinUay  of  the  famous  Tel^pi  Mission.  It  reoomits  the 
life  and  labOTs  of  John  E.  Clougb,  D.  D.,  a  Baptist  missionary,  among  the  Tdegoi 
in  India.  The  story  is  told  in  the  most  direct  manner,  in  his  own  vigorous  words, 
and  is  written  by  Emma  Rauschenbusch  Clough,  Ph.D.,  his  second  wife. 

A  remariuble  book  has  been  achieved.  The  fire,  enthunaam,  huntM'  and 
vivid  peraonality  of  Dr.  Clough  have  been  pieeeived,  and  yet  it  has  been  poeeible 
— «nee  the  speaker  is  not  the  actual  writer — to  throw  upon  the  man  and  the 
secDM  amid  K^tich  he  wrought,  the  light  of  critical  cbaervatian  and  of  disoeming 
appi«ciation,  and  thus  to  present  to  the  world  both  Dr.  Clough  and  great  mis- 
siiKiary  triumphs  in  an  exceptionally  brilliant  and  impressive  way. 

It  may  be  noted  that  the  title  of  the  book  is  in  itself  a  recognition  of  the  great 
sooiol  worii  that  is  being  done  by  Christian  miasionB,  and  that  the  volume  has 
Sve  points  of  intrinsic  and  permaDent  interest: 

1.  Just  as  a  live,  fascinating  etiffy,  it  is  the  beet  kind  of  a  book  fto'  growing 
boys.  2.  As  a  missionary  document,  it  is  an  authentic  and  stirring  account  {rf 
one  of  the  largest  missionary  successes.  3.  As  a  work  in  social  science,  it  is  full 
of  amasing  social  facts,  and  should  be  carefully  studied  by  social  workers.  4. 
For  governmental  and  colonial  admioistratflrs  it  contains  definitely  he^ul 
thoughts.  6.  As  a  theme  in  psychology,  it  is  of  incalculable  value  to  any  min- 
ister, miasimiary,  philanthropist  or  educator  iriio  is  seeking  to  know  how  best  to 
plant  aiqr  t<am  of  institutioo,  or  to  impress  his  quritual  ideals  upon  a  community. 

FoocH*,  Lbo  (Ed.  by).     The  Diary  of  Adam  Taa  {1706-1706).    Pp.  xhii,  367. 

Price,  $3.7fi.    New  Yoric:  Longmans,  Greok  and  Company,  1914. 

Printed  in  Dutch  and  in  English  on  parallel  pages,  this  disiy,  with  the  long 
appendix,  gives  an  account  of  colonial  life  and  misgovemment  of  "the  C^ie" 
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(South  Africa)  under  the  Dutob  But  India  Campaaj  during  the  opening  yean 
of  the  eighteenth  oentury. 

OriginaUy  Uie  free  burghen  had  been  settled  there  to  fumiah  agricultural  Btq>- 
plies  to  the  company's  ships  and  garrison.  At  the  start,  tiie  company  also  owned 
and  cultivated  land.  Later  iJiis  was  discontinued,  but  the  colonists  could  sell 
their  produce  to  the  company  only.  Willem  Adriaan  Van  Der  Stel,  the  govnnor, 
and  his  Buboidinat«9  decided  to  become  farmers  as  well  as  officials,  using  the  com- 
pany's materials,  slaves  and  men,  and  to  crowd  out  the  free  farmer  from  this  his 
only  market.  They  were  so  nearly  succeeding  by  1705  that  the  burghore,  who 
"foresaw  the  q>eedy  dis^tpearance  of  their  whole  means  of  Bubsistenoe,"  sent  a 
"memorial"  to  the  directors,  oomplaining  of  the  scheming  governor  snd  of  the 
c^tpreeatve  measures  he  was  using  to  enrich  himself  and  his  henohmen. 

Adam  Tos  was  secretory  and  a  leader  in  this  "revolt"  of  the  oolonista.  Van 
Der  Stel  used  intimidation  and  torture  to  wring  from  the  leaden  recantations 
which  would  clear  him  befwe  "the  Seventeen."  lliia  boolt  is  signifioaat  for  the 
light  it  throws  upon  this  "Van  Der  Stel  Question  "  in  South  African  hist(»y  and 
for  its  picture  of  communis  life  of  the  period.  It  shows  also  that  this  reaction 
agamst  the  governor  was  the  first  fusing  of  Dutch  and  French  settlers  into  a  na- 
tional consoiouenees. 

FtaAiEK,  J.  Q.  Ptyeke't  Talk.  2nd  Edtticn,  Revised  and  Enlarged;  to  which 
is  added  the  Scope  of  Social  Anthropology.  Pp.  xi,  186.  Price,  (1.25.  New 
Yoii:  The  MacmiUan  Company. 

Those  who  are  loath  to  find  the  traditionally  good  aspecte  of  sooial  Hfe  founded 
on  crude  and  coarse  supostitions  will  wisely  avoid  this  treatise.  Tliose  nho  look 
for  the  foundations  of  our  culture  in  the  conditione  of  contemporary  eavag«ay 
will  welcome  it  as  a  valuable  contribution  to  genetic  sociology.  According  to 
Mr.  Fraser,  to  tees  noble  motrves,  to  superstition  and  senseless  fear  must  be  at- 
tnbuted  the  golden  fruits  of  law  and  morality.  "While  the  parent  stem  dwindled 
slowly  into  the  sour  crabs  and  empty  husks  of  popular  superstition  on  which  the 
swine  of  modem  society  are  still  oontmt  to  feed,"  the  oSdioot  of  rationalism  and 
euperimpoaed  ethical  motives  makes  of  these  social  habita  noble  institutions. 
Suidi  haa  been  the  case  in  r^ard  to  property  rights,  insured,  first  of  all,  by  pro- 
tective charms  whose  sole  efficacy  depended  upon  their  ability  to  engender  illu- 
sions in  would-be  (TespMLBsers;  Boinregard  to  marriage,  violation  of  the  marital  vows 
being  punishable,  first,  because  of  the  malign  magical  effect  of  such  violatiiNi  upon 
nature  or  upon  the  tribe  of  the  offender,  similar  respect  for  human  life  was  origin- 
ally only  superstitioua  fear  of  immediate  or  remote  supernatural  consequences 
visted  upon  society. 

GEBBTBNBEBa,  Cbarlbs  W.    Molenoit  of  Corporation  Finanee.    Pp.  zxi,  1008. 

Frioe,  S4.00.    New  Yoric:  Prentie»-HaU,  Incorporated,  1916. 

The  teaching  of  applied  emnomica  has  passed  throu^  Um  stage  of  fact  enu- 
meration regarding  business  phenomena.  With  the  arrival  of  source-books  on 
general  economics,  business  combinations  and,  lately,  ccoporation  finance,  we 
perceive  an  attempt  to  introduce  research  methods  and  individual  thought.  Ger- 
etenbei^s  Maimab  qf  CorporaHan  Finanet  is  intended  to  encourage  the  inde- 
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pendent  c<dleotion  of  tacte  anA-  the  extraction  of  prino^ilea.  Hue  vobuna  ftbo 
aims  to  sustain  interest  in  the  subject  matter,  but  because  of  the  inclusion  in  full 
of  much  that  mi^t  hare  been  knitted  wiUiont  ezoessiTe  loss  it  is  not  entirely 
eatisfaotory  in  this  respect. 

Certain  documeotfl  respecting  the  methods  of  the  security  market  bear  only 
a  very  indirect  rdation  to  corporate  finanoe.  The  inclumon  of  four  tumual  reports, 
some  of  them  very  voluminous,  eeems  unnecessary.  Finally,  some  arnmgement 
of  the  contmts  irtiieh  would  bring  together  related  Bubjects  or  an  ouUine  <rf  topics 
with  pa(p  references  would  appear  desirable. 

All  of  these  points  are,  however,  of  minor  imp<Ktanae  in  comparison  with 
the  attainment  of  the  general  purpose — to  bring  together  oiiginal  documents  in 
a  convenient  form  for  class  use.  In  the  m&in,  the  author  has  esocieed  wise  eeteo- 
tion  and  his  extracts  will  prove  a  valuable  aid  in  many  courses.  Not  the  smallest 
service  of  such  a  volume  is  the  suggestion  to  students  of  sources  ol  inf  ormatim 
which  they  wiD  avail  tJiemselvM  of  in  the  future. 

Gow,  Wh.  Sta  Iiuuntnee  Aeatrdatg  to  Britith  SbitulM.  Pp.  xzxvii,  478. 
Prioe,  $4.26.  New  York:  The  Maemillan  Company,  1914, 
Those  interested  in  marine  insurance  are  familiar  with  the  wc^ca  of  Qow, 
his  Marina  Inauranee  having  passed  through  four  edititms  and  being  reoc^nised 
as  authoritative.  Tlte  legal  principles  tacfAaiaed  in  this  earlier  woik  w«re  de- 
rived from  decimcms  of  the  l^igl"''  oourts,  although  tlie  last  edition  eontained 
a  brief  reference  to  the  British  Marine  Insurance  Act  of  1906.  This  Aot  is  an 
attempt  to  reproduce  as  exactly,  as  possible,  in  statuta  form,  the  existing  law 
mlating  to  marine  insurance.  Mr.  Qow,  in  his  usual  able,  oonoiss  manner,  has 
writtat  a  commentary  on  the  Act  whose  oleamese  and  illustrative  material  ez- 
ceUently  describe  the  intent  and  scope  ol  tbs  law.  In  some  oases  he  pointe  out 
the  posnbility  of  misoonstouction  of  certain  of  ite  provisicns.  In  addition  he 
has  furnished  alph^>stioaI,  chronologjcal  sod  subjeot  lists  of  the  leading  oases 
in  English  maritime  law,  as  well  as  sev«nty-eevtn  extracts  from  the  sams.  While 
this  court  law  is  not  permitted  to  modify  the  provisioas  of  the  statute,  it  may  be 
refened  to  for  purposes  of  interpretaticai.  A  general  rodei  ot  nine  pages  increases 
tiie  usefulness  (d  the  volume. 

HzPBDSN,  A.  Babton.    Artifieud  Wateneoyt  of  (As  Wi/rld.    Pp.  xi,  171.    I^oe, 

SI.26.    New  York :  The  Maemillan  Company,  1914. 

A  revision  of  ArlificuU  WaUrwaj/i  and  Cammerieal  Devdopmant,  published 
in  1909.  The  author  has  brought  down  to  date  the  accounts  of  the  New  Yoik 
Baiga  Canal,  the  Panama  Canal  sad  othsr  impOTtaot  American  and  Eurc^Man 
waterways.  The  final  sectwn  contains  a  fomibls  argumsot  in  favor  of  the  oea- 
tion  of  a  Department  of  Intenial  Navigation  undw  the  Secretary  of  Commene. 
Bmtni  appendices  preaent  valuable  statistical  material  oonoeming  waterways 
and  water-bcsne  traffic  ot  the  United  States. 

HooPXB,  WiLLUU  E.    Raibvad  Aetovnt»  and  Aeeountinf.    Pp.  zi,  461.    Price, 

$2.00.    New  Yorii:  D.  Appleton  and  Company,  1915. 

After  a  brief  discussion  tA  the  general  principles  of  acoounting,  the  author 
Sjialyies  critically  the  acoounting  system  prescribed  by  the  Inteietate  Commeroe 
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ConuniamoD  for  ttie  railroadB  of  the  United  States.  He  then  deeciibes  the  or- 
gHuisatioD  of  the  acooimting  dqwrtment  of  &  large  railway  and  discusses  the 
wnric  in  its  three  leading  divisioni,  pasBenger  revenue,  freif^t  revenue  and  dis- 
bimem«nts.  A  chapter  is  devoted  to  the  work  of  the  treasurer'a  office  and  a 
final  chapter  to  the  question  of  allocating  revenues  and  expenses  as  between 
frcdght  and  panenger  business;  a  problem  that  the  Interstate  Commerce  Commis- 
Non  is  now  wrestling  with.  This  work  is  distinctly  the  best  that  has  appeared 
cm  the  subject.  Illustrative  material  has  been  selected  with  discriminatioo,  and 
tbe  criticism  of  existing  oonditions  is  sound. 

Kahk,  Jobbph  and  Klbin,  Joseph  J.    MeUwh  in  Commercial  Sdwsalum.    Pp. 

lav,  439.    Price,  $1.40.    New  York:  The  Macmillan  Company,  1914. 

This  is  a  text-book  for  teachers,  students  and  business  men.  It  "is  intended 
to  give  the  teacher  in  the  commercial  school  the  broad  vocational  outlook  upon 
his  subject,  to  acquaint  him  with  tbe  pedagogical  principles  underlying  it,  and  to 
ducusB  the  special  methods  in  the  different  subjecte  included  in  the  curriculum. 
To  the  buainees  tnan  the  book  is  intended  to  convey  a  knowlet^  of  the  value 
and  ecmtent  <A  a  business  education,  to  g;ive  him  a  sympathetic  view  of  the  work 
of  tbe  school,  and  a  better  understanding  of  the  needs  of  it,  so  as  to  enable  him  to 
eot^MTate  with  it  in  a  direction  «4iioh  will  be  of  benefit  both  to  the  school  and  to 
the  community  at  large." 

Van  Obndm,  J.  L.    The  IttffiJation  <tf  Rinen.    Pp.  x,  393.    Price,  $4,00.    New 

York:  McGraw-Hill  Book  Company,  1914. 

A  scientific  treatise  on  the  work  of  controlling  and  regulating  the  flow  of 
rivers.  The  first  chapter  discusses  tbe  commratual  value  of  riven,  and  the  ronaining 
Aapten  set  forth  the  general  principles  of  regulation  and  the  various  methods 
of  canying  out  the  numerous  engineering  projects  connected  with  river  im- 
provement. A  wealth  of  ilhiatrative  material  from  work  done  in  the  United 
States  and  foreign  countries  is  presented,  and  numerous  charts,  iJlusteatioas  and 
e  employed  to  illuminate  the  text. 


CasB,   W.  K.    CapUalittic  Morality.    Pp.  29S.    Price,   $1.50.    Washington: 

Woodward  and  Lothrop. 

In  tbe  author's  words,  "the  object  of  tlus  fragmentary  essay  is  to  prove  that 
govenunent,  morality  and  law  are  simply  instnunents  of  class  rule"  (preface), 
and  that  "the  ideals  of  the  dominant  class  ate  alone  governmental  factors,  and 
thftt  these  ideals  are  based  exclusively  upcxi  the  economic  advanteges  which  that 
elaas  enjoys"  (p.  102).  In  other  words,  the  author  holds  that  the  capitalist  class 
eontrola  and  eiqiloits  government,  custom  and  education  to  promote  its  own 
peculiar  ectmomio  interests.  The  attempt  is  made  to  doniMiBtrate  the  validity  of 
Btnne  of  the  principles  of  Marxian  philosophy,  but  tbere  is  abeent  the  usual  social- 
istic terminology. 
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Two  fundameotal  defeete  prevent  tbe  book  from  receiving  oerioua  cotuid- 
eratioD.  The  first  is  it8  fragmentary  character.  The  MiUkor'e  title,  Som»  Oddt 
and  BtuU,  is  fully  justified.  The  discouiected  and  mirelated  matwial  produoei 
confusion  and  leareg  the  feeling  that  no  clear  evidence  has  bem  adduced  to  support 
the  author's  thesis.  The  second  defect  is  the  omission  of  references  in  r^ard 
to  quotAtioDS.  This  leavra  the  reader  unable  to  detemune  the  accuracy  or  oom- 
pleteneee  of  interpretation.  Quotations  from  newspapers,  historical  works,  and 
governmental  publications  are  freely  made,  and  the  interpretation  of  many  ques- 
tions may  easily  be  open  to  question.  The  omission  of  refefenoes  prevents  veri- 
fication and  destroys  any  scientific  value  the  book  might  have. 

As  a  protest  against  the  eiploitatitm  that  exists  in  the  capitalistic  system 
the  book  will  find  a  responsive  chord  in  the  fedinga  of  many  who  have  euSered 
Itom  the  defects  of  the  piceent  industrial  ordor.  Its  only  value  will  consist  in  its 
protest.  Its  utter  lack  of  scientific  treatment  will  prevent  its  saioua  considera- 
tion by  students  of  class  conflict  and  class  relaticos. 

J.  G.  9TEv:eNB. 
Unieeniit/  <ff  tha  South. 

CoiT,  Stanton.    Tke  Smd  i4  Ameeiea.    Pp.  xi,  406.    Price,  12.01).    New  York: 

llie  Macniillan  Company,  1914. 

In  tiiia  suggeative  but  Utopian  book,  the  leader  of  Ute  Ethical  church  out- 
linea  at  tength  his  religioua  pn^ram.  Part  I  presents  at  cnce  the  main  thesis 
and  identifies  ReUgion  and  NationaUty  instancing  the  patriotism  of  America. 
Here  is  much  uncritical  idealism  ia  the  portrayal  of  American  "cultural  unity" 
and  our  democracy  that  includes  the  poor  and  glorifies  women,  The  difficulty 
inBohighlyregarding"thtLtBttLteof  mind  which  is  America  "is  that,  as  the  author 
admits,  one  is  "too  far  removed  from  the  fact";  but  he  cUima  that  the  falsehood 
"will  be  made  true"  by  "the  very  ideals  of  our  country."  Any  "subsidiary 
patriotisms"  are  regarded  as  sins  against  America.  Thus,  the  Jews  are  asked  to 
identify  their  aims  with  the  national  ideal;  and  other  forms  of  "intematitmal 
fanaticism, " — "  individualistic  humanitarianism, "  the  Intematiooftl  Peace 
Movement  and  its  economic  interests,  the  anti-nationalism  of  the  church  of  Rome, 
and  anti-patriotic  socialism,  are  all  condemned  as  undermining  the  psychic  integ- 
rity of  the  nation. 

Aa  the  plau  is  outlined  for  the  new  American  church,  there  would  be  but 
"one  new  center  of  public  worship  in  each  state."  An  "Institute  of  Reh^us 
Research"  is  to  be  founded  for  investigation  in  the  psychology  of  religion;  and 
"the  new  synthesis  will  link  up  religion  with  patriotism,  and  God  with  the  Spirit 
that  quickms  men  into  Moral  Fellowship."  Somehow,  "argument  wiU  be 
rendeted  superfluous,"  at  last,  and  "Uberty  of  intellectual  inter)»etati(»"  wiU 
be  assured.  The  new  church  is  not  to  be  a  state  church  but  a  "voluntary  and 
national"  one.  The  denominations,  the  differences  and  prejudices  suddenly 
abolished,  are  to  exist  as  "parties"  io,  the  larger  whole,  devoting  themselves  to 
"national  idealism."  The  attempt  is  made,  in  explanation,  to  show  the  sociolog- 
ical function  of  religion,  and  to  prove  that  it  springs  from  group  rather  than  from 
individual  needs,  "The  social  genesis  of  conversion"  and  "the  saving  power  of 
spiritual  environment"  are  discussed  as  illustrations. 
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Part  U,  ChriiUanitii  to  be  JMnterprafad  in  Ute  Linht  <^  Sdmea  and  American 
IdeaUtm,  abows  tbe  indebtedneas  of  the  author  to  the  theories  of  natural  religion 
of  his  master,  Sir  John  Seeley.  Christianity  must  be  stripped  of  miraclee,  piid- 
uice  froni  the  dead,  mediiunahip  and  demoniamp  Tlie  humanistic  meuiing  of 
theological  language  is  analysed  at  length;  all  of  the  old  religious  terms  are  re- 
tained and  the  attempt  ie  made  to  give  them  new  content  in  keeping  with  the 
new  national  needs.  A  long  argument  is  presented  for  the  humaniatio  aignificanoe 
otprxyw  "to  the  Qodin  man."  New  gromida  are  sought  for  the  millenial  hope, 
tor  a  material  and  spiritual  heaven,  to  be  attained  on  the  earth  by  tbe  use  of 
wealth,  science  and  eugenic  knowledge.  For  in  the  new  religious  order  the  church 
iervicee  are  to  exprees  the  democratic  faith,  and  religious  cooperation  is  to  become 
the  dynamic  of  democracy. 

In  Fart  111,  Chritliaitity  to  be  Sxpreaatd  in  Scitnlifie  Language  and  Democratic 
Sj/nUmi,  Mr.  Coil  deaJe  more  minutely  with  the  changes  in  church  creed  and 
service  that  are  to  be  embodied  in  A  New  Manual  of  National  Warehip.  He  shows 
how  doctrinee  and  hymos  have  been  readily  adapted  in  the  past  and  calls  upon 
the  poets  for  aid  in  meeting  the  present  need  for  leviaion.  The  psychology  of 
public  worship  is  analysed  to  show  the  effectiveness  of  religious  form  and  ritual 
and  every  aesthetic  ethical  and  social  means  is  to  be  used  to  vitalise  and  enhanoe 
the  power  of  democratic  ceremtmy. 

Aside  from  the  casual  criticism  of  the  rhetorical,  haiy,  verboee  terminology, 
and  the  indefiniteneas  and  haphasardneas  of  arrangement  of  the  book,  the  uiauper~ 
able  objection  is  to  the  Utopian  impracticability  of  tbe  whole  scheme.  Tlie 
orgamaation  of  a  voluntary  national  religion  is  opposed  by  deep-seated  traditional 
prejudices  that  are  firmly  institutionalised  and  slow  of  change.  In  considering 
the  book  from  the  theoretic  viewpoint,  however,  it  should  be  admitted  that  reli- 
gion  ia  aignificantly  iQt«rpreted  as  comprising  those  values  held  by  the  group  to 
be  supremely  worth  while.  Qod,  for  instance,  is  conceived  as  "that  real  being 
which  men  ought  to  focus  their  steadfast  and  reverend  attention  upon  in  order  to 
derive  &om  Him  those  benefits  which  are  really  the  greatesrt  bleesinp  to  man- 
kind." Yet  the  fundamental  criticism  of  Coit's  religious  philosophy  is  that  the 
identification  of  r«ligian  with  national  interests  outside  of  the  realm  of  idealism 
might  be  dai^eroualy  irreligious;  for  here  the  highest  Christian  sanctions  are  not 
upheld  and  nationaliam  has  ever  found  easy  recourse  to  the  use  of  the  fco'ce  in  the 
name  of  religion  and  patriotism.  In  any  cose,  the  world  changes,  economic  and 
social,  which  at  lost  make  possible  the  realization  of  the  Christian  ideals  in  inter- 
natitmal  relations,  are  ignored  entirdy. 

Frahgis  Ttson. 
Umtereitg  o}  Pittrimrgh. 

CoBWiN,  Edwabo  S.     The  Dodrine  of  JwUeial  Renew.    Pp.  vii,  177.    Pries, 

91.26.    Princeton:    Princeton  Uiuveraity  Pteaa,  1914. 

At  a  time  when  the  American  public  ia  b^inning  to  riiow  impatience  witii 
a  judicial  assumption  almost  unknown  in  otiker  constitutionally-govemed  cooD- 
tries,  this  e]qx)sition  has  especial  interest.  Judicial  review  is  treated  as  a  natural 
and  inevitable  growth,  very  far  from  conscious  usurpation.  This  view  should 
tend  to  oUay  our  impatienoe,  if  the  courts  will  but  learn  to  be  moderate. 
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Hie  putpooe  of  the  book  ia  to  Answer  the  queation,  "What  is  the  tjiaet  Ugal 
boMit  of  the  power  of  the  supreme  court  to  pus  upon  the  crautitutioiiality  of  acta 
of  CoogresB?"  Dr.  Corwin  ia  not  aatiafied  with  what  were  merely  the  hopes  of 
the  fnmeN,  but  seeks  wh&t  they  undenlood  to  be  incorporated  in  the  <!onstitution 
for  the  puijiaee  of  establishing  judicial  review.  He  is  unable  to  find  any  clause 
which  was  inserted  for  the  specific  purpose  of  conferring  this  power  upon  the 
courts.  Accordingly,  he  is  driven  to  the  conclusion  that  judicial  review  was 
Tested  by  the  framets  "upon  certain  general  principles  which  in  their  estimation 
made  q)ecific  provision  tor  it  unnecessary." 

In  his  search  for  tbcae  general  principles,  he  eriticiies  a  tnilliant  essayist  iriio 
found  them  in  the  three  dootiines:  (1)  of  the  courts  as  interpreters  of  the  law; 
(2)  of  the  judiciaiy  as  a  coordinate  branch  of  the  government;  and  (3)  of  the 
right  of  everybody,  including  judges,  to  refuse  obedience  to  an  unconstitutional 
law.  Dr.  Corwin  declares  these  principles  to  be  mutually  inDonaistent,  for  tiie 
second,  so  far  as  apidicable  to  this  question,  was  a  JefFetaonian  and  Jacksonian 
idea  advanced  in  oppoation  to  judicial  review,  and  the  third  ia  quite  untrue.  He 
agrees  with  Presideat  Orsnt  that  officers  and  other  dtiiens  are  bound  by  acta  of 
Congress  until  such  acta  are  declared  unoonatitutional  by  tiie  courts.  It  is  there* 
fore  in  the  expansion  of  the  first  of  these  doctrines  that  the  desired  general 
principles  are  to  be  found.  These  princvlesure  tliree  and  no  more:  (1)  that  the 
constitution  binds  the  organs  of  government;  (2)  that  the  constitution  is  law  en- 
forcible  by  the  courts;  and  (3)  that  the  function  of  intopretation  of  standing  law 
appertains  to  the  courts  alone. 

It  is  in  the  constructive  part  of  Dr.  Corwin's  argument  that  he  is  most  con- 
vincing, evm  though  he  omits  significant  points  made  by  Dr.  Mclaughlin  and 
Justice  Baldwin.  Here  Dr.  Corwin  traces  the  growth  of  these  general  principles 
between  the  years  1761  and  1787,  showing  bow  rapidly  the  idea  of  judicial  review 
developed,  though  now  retarded  and  now  modified  by  the  quick  revulsions  of  a 
revolutionary  period. 

The  framers  of  the  constitution  were  familiar  with  the  idea  from  its  progress 
in  the  seventl  states,  and  the  debates  show  that  they  devised  a  govenunent  in 
which  judicial  review  was  fundamental,  though  no  mote  specifically  expressed 
than  in  the  state  constitutions.  So  far  from  concealing  their  hopee  and  expecta- 
tions, they  openly  proclaimed  in  the  ratifying  conventions  the  doctrine  as  inher- 
ent in  the  proposed  system  of  federal  govenunent. 

Opposition  to  judicial  review,  however,  was  sometimes  violent  in  the  statea 
and  outspoken  in  the  convention.  After  the  new  government  was  set  up,  the 
doctrine  made  gains  in  both  state  and  federal  courts  in  ^t«  of  rising  discontent. 
Tlien  the  oFSxmenta  of  judicial  review  gained  control  of  two  branches  of  the 
govemioent,  but  Chief  Justice  Marsha])  at  the  head  of  the  Federalist  Supreme 
Court  struck  back  by  a  decision  which,  in  the  words  of  Dr.  Corwin,  "bears  many 
of  the  earmarics  of  a  delibetate  partisan  coup. "  This  decinon,  however,  became 
an  historic  jwecedent  that  fastened  the  doctrine  of  judicial  review  upon  the  coun- 
try. Therefore,  the  conclusion  is;  "The  judf^  do  not  exercise  a  reyolutiiwary 
function  in  pronouncing  acts  of  the  legislature  void,  but  an  official  function"; 
and,  "So  far  as  oonstitutiamd  theory  is  conoemed,  tiiere  is  small  ground  for  the 
complaints  levelled  by  refonnetH  at  judicial  review. " 
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It  tD».j  be  oonoeded  that  the  regearobefl  of  auch  men  as  MeMrs.  Conrin, 
McLmghlin,  Beard,  Mehrin  uid  Haynei  have  provod  th&t  tbe  American  doctrine 
of  judioifll  review  ia  an  evolutionary  development,  yet  it  must  be  anawered  that  it 
h  none  the  leee  an  anomaly,  and  now  in  thia  period  of  reform  has  become  a  bar  to 
soda]  progren.  The  courts  have  made  themselves  the  repository  of  public 
pcdicy  and  legislative  discretion.  They  change  laws  and  constitutions.  A  super- 
stitious popular  reverence  has  driven  them  to  this  improper  assumption  of  power. 
An  enlightened  public  opinion  must  drive  them  back  to  the  exercise  of  their  legiti- 
mate functions. 

Chabubs  H.  Maxbon. 
Univtrnty  <tf  Pmmtjfivama. 

Cramb,  J.  A.  Oermang  and  EttgUind.  Preface  to  an  American  Edition  by  Moreby 
Acklom.  Pp.  z,  152.  Price,  Sl.OO.  New  York:  E.  P.  Dutton  and  Com- 
pany, 1914. 

The  introduotitm  given  this  little  volume  by  tbe  late  Lord  Roberta  in  Eng- 
land and  by  Mi.  Joeeph  H.  Choate  in  America,  and  the  assertions  tbat  the  ques- 
tions disousaed  should  have  an  important  bearing  on  the  future  foreign  policy 
of  the  United  States  add  an  interest  to  the  book  that  it  would  not  otherwise  merit. 
The  four  lectures  that  it  contains  were  published  very  early  in  tbe  present  Euro- 
pean war  with  the  object  of  establishing  the  thesis  that  the  war  is  not  only  a 
supreme  but  a  neoessory  conflict  between  two  powers,  Germany  and  England, 
for  dominance  over  the  rest  of  the  world.  The  neutral  powers,  in  the  opinions 
set  forth,  carry  even  less  weight  in  world  aSain  than  the  present  allies  of  Great 
Britain  and  Germany.  To  question  tbe  sanity  of  a  struggle  for  world  empire 
at  this  late  day  in  histtKy,  and  the  value  of  such  a  thing  even  if  attained  by 
either  power,  does  not  seem  to  have  oome  within  the  author's  view  any  more 
than  that  tbe  other  nations  of  the  globe  might  have  a  word  to  say  on  the  subject. 
With  hia  premise  aeaumed,  it  is  easy  enough  in  the  way  of  the  schoolmen,  for  the 
author  to  draw  his  conclusions. 

The  lectures  chiefly  demonstrate  the  late  Profeesor  Cramb's  acquaintance,  un- 
usual in  its  scope  and  interesting  for  an  Englishman's,  with  a  phase  of  the  literature 
and  thought  of  modem  Qermany;  but  they  are  in  no  sense  convincing  as  estab- 
lishing the  ultimate  and  true  causes  of  tbe  war,  nor  even  in  proving  (unless  mere 
assertion  be  proof)  that  Nietsschs,  Treitsohke,  and  Bemhardi,  that  tnuch-beralded 
trinity,  are  the  dominating  or  moving  spiritual  forces  behind  the  thoughts  and 
actions  of  the  German  General  Staff.  Though  this  book,  like  Usher's  republished 
Pan  Oermaniam,  won  a  ready  and  deserved  sale  as  a  remarkable  prophecy  of  the 
coming  struggle,  it  was  a  prophecy  as  unheeded  when  it  was  made  as  the  warnings 
of  Lord  Salisbury  in  1900  and  of  Lord  Roberts  after  the  Boei  War.  If  the  late 
great  field-maralial's  own  estimate  that  "nowhere  else  are  tbe  forces  which  led 
to  the  war  so  clearly  set  forth"  as  m  this  "Reply  to  Bemhardi,"  and  to  the 
school  of  thought  wUch  von  Treitschke,  Delbruck,  Schmoller  and  Maurenbreoher 
are  supposed  to  represent,  if  this  estimate,  I  repeat,  be  a  tme  one,  if  the  notes 
of  warning  by  Mr.  Ghoate  and  Mr.Acklomfor  American  ears  be|not  misdirected, 
and  if  the  views  expressed  of  Germany's  mind  and  England's  be  correct,  it  is  tbe 
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uddnt  and  most  depresBiiiK  book  fttnongst  the  mus  of  so'-ealled  litoature  that 
the  war  hoa  brou^t  forth. 

Coademnmg  l^eitflchke'e  doctrine  of  "foroe"  and  "Pniasian  Militarism," 
the  author  proceeds  to  scorn  the  "er^"  of  the  Pacifists;  of  "Christ,"  "Tolstoi," 
and  "Alberdi,"  etc,  "  this  hubbub  of  talk,  "as  he  calls  it,  "down  all  the  centuriee" 
to  the  time  of  Sir  Bdward  Grey,  and  "all  the  troth  and  loathsome  sentiment  and 
empty  Taporing  around  President  Taft's  Meesoge. "  Yet  he  ofTen  do  substitute 
but  English  militarism,  more  dreadnaughts,  more  aircraft,  more  war  preparations, 
etc.,  eta.  He  not  only  preaches  war  as  a  necessity,  a  thing  "not  only  beyraid 
man's  power,  but  cwitrary  to  man's  wil{,"  but  he  glorifies  the  acourge  of  nations 
as  a  thing  inspiring  and  heroic  in  itsdf .  He  bows  down  to  an  idol  of  Greek  oon- 
ception, 

"Heroes  ia  battle  with  Heroes 
And  above  them  the  wrathful  gods, " 

imaging  that  womout  deity  of  Teutonic  kindred  looking  "serenely  down"  from 
the  clouds  "upon  his  favorite  children,  the  "t-^gl'"*'  and  the  Germans  locked  in 
a  death  struggle,  smiling  upon  the  heroism  of  that  struggle,  the  heroism  of  the 
children  of  Odin  the  war  god. " 

Tbia  is  an  illuminating  reply  to  Bemhardi  and  militarism. 

Were  it  not  for  the  Kaiser's  and  von  Hindeoberg'a  bombastic  speechea  to 
the  German  troops,  which  the  charitable  might  perhaps  ascribe  to  miUtary 
"necessity,"  and  were  it  not  for  a  strug^  that  has  suiprised  as  mudi  as  it 
has  dkocked  the  world,  whether  it  be  for  world  empire  or  not,  one  might  say 
this  English  conception  is  a  nightmare  due  to  England's  entsperated  celebration 
on  the  subject  of  her  great  rival's  economic  and  political  advance  in  world  affairs. 
Might  it  not  have  been  wiser  for  the  lecturer  and  author,  and  for  those  form- 
ulating  government  pohoy,  to  have  laid  less  stress  on  the  laJkert  of  modem 
Germany  and  to  have  refreshed  t-^gli"*'  memory  as  to  the  doera  of  Prussia; 
I^«derick  William,  the  great  elector,  and  his  generosity  to  the  exiled  li^ench; 
King  I^^derick  III,  and  his  servicee  to  learning;  I^^derick  the  Great,  and  his 
contributions  toward  the  beyond-the-aea  power  of  this  same  England  that 
abandoned  h'"*  wheal  her  empire  was  securely  wreeted  from  the  liVench;  Stein, 
Hardenberg,  Fiohte,  and  others  of  the  days  when  England  and  Germany  made 
common  cause  against  the  imperial  ideas  of  NapoleonT  So  perhaps,  if  even  for 
a  moment,  might  men's  m'n'^'*  have  turned  to  Prussian  accomplishments  more 
beneficial  to  humanity  than  those  of  militarism,  and  thought  have  been  directed 
to  a  poUcy  of  natunU  friendship  and  alliance  rather  than  to  a  program  of  enmity 
and  a  vmr  of  fear. 

JaIOS  C.  R*t,T.nm 

UntMnity  iff  Ptmu^tania. 

Crolv,     Hehbbrt.    pTogrtMiM    Democracy.    Pp.    436.    Price,    S2.00.    New 
Yorii:    The  Macmillan  Company,  1914. 

Reform  movements  are  seldom  accompanied  by  well-advised  social  or  political 
philosophy.  They  are  usually  uncritical.  Mr.  Croly's  book  outlines  what  he 
Qonceivee  to  be  the  histtHrical  origin  and  the  social  justification  of  the  radical 
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movement  in  Americnn  politicfl.  Tlie  line  of  argument  presented  may  be  sum- 
mariaed  u  follows; — Our  federal  oonstitulion  u  eaeentiaUy  undemocratic.  It 
WM  Mcepted  nererthelMe  by  a  society  little  disposed  to  suffer  govemnwntAl 
nstraint  because  the  powen  of  the  central  government  which  it  created  were 
few  and  the  oooaaioni  for  their  use  infrequent.  Free  sway  for  individualistic 
effort  tor  the  moment  coincided  with  democratic  ideals.  Our  national  develop- 
ment has  now  changed  our  attitude  toward  govercment.  We  have  approached  a 
social  ideal  which  now  demands  state  action  to  insure  our  real  rather  tiian  our 
technical  equality  before  the  law. 

The  poeition  which  the  courts  came  to  occupy  under  the  oonstitutim  brought 
a  worship  of  legalism.  The  conservative  claasee  came  to  look  upon  the  courts  as 
an  essential  protection  a^unst  popular  vagaries.  As  a  result,  the  rule  of  reason 
as  interpreted  by  the  courts  has  become  the  standard  of  what  democracy  can 
acocnnpIiA.  Such  a  standard  is  unweloome  to  a  conscious  npidly-growing  stat«. 
To  preserve  the  advantagea  <rf  constitutional  government  it  is  at  least  necemary 
that  the  constitution  should  be  made  more  flexible.  The  amending  article  wiU 
thus  ultimately  be  an  object  of  popular  attack.  The  people  will  demand  a  right 
to  reshape  their  fundamental  law  with  leas  effort  than  is  now  required. 

In  the  states  a  simHsr  condition  of  inability  to  express  the  popular  will  has 
been  brou^t  about  by  constitutional  limitations  on  the  power  of  the  legislature, 
which,  when  it  made  mistakes,  was  punished  by  cutting  down  its  powers,  a 
process  which  in  fact  amounts  to  treating  symptoms,  not  causes.  To  insure  that 
Ibo  forward-4ooking  forces  in  state  government  shall  have  an  opportunity  for  ex- 
pressing themselves,  the  government  should  be  teoi^anised  by  removing  the 
swaddling  clothes  of  constitutional  limitations,  adopting  direct  legislation  as  a 
supplement  to  legislative  action,  and  increasing  the  powers  of  the  executive  so 
that  it  may  have  greater  power  to  initiate  and  carry  through  a  l^islative  program. 
To  insure  that  its  action  shall  conform  to  the  popular  will,  tlie  long-term  officers 
should  be  subject  to  popular  recall. 

Unlike  most  e)iponents  of  reform,  Mr.  Croly  is  not  swept  away  by  his  argu- 
ments. Reform  must  be  otmstructive  rather  than  revolutionary.  He  suggests 
nunteroUB  queries  as  to  whether  tiie  ikew  expedients  he  discusses  m^  not  be 
pushed  too  far  or  adopted  in  forms  which  will  make  perversion  of  the  real  popu- 
lar will  possible.  His  domng  chapters  dwell  upon  the  necessity  of  a  social  edu- 
cation for  the  attainment  of  a  "live-ond-help-live"  attitude  on  the  part  of  the 
dtisen,  which  is  the  fundamental  principle  of  a  progressive  democracy. 

Chbstzb  LiiOTD  JoNXB, 
Unietrtitv  of  Wieamnn. 

Down,  jKBOia.    The  Negtv  Bacet:  A  Soeiotoffieal  Study.    Vol.  II.    Pp.  310. 

Prioe,  S2.S0.    New  Yc^:  The  Neale  Publishing  Company,  1B14. 

The  snnouneement  of  this  vtdume  stated  that  it  would  give  an  account  of  the 
Afticaa  slave  trade  bat  one  does  not  find  such  a  discussion  in  the  contents.  There 
is  given,  however,  a  digest  of  conadenble  reading  about  the  various  African  peoples. 
The  author  dividiH  the  African  continent  into  sones,  vii.:  The  goat  sone,  the 
Northern  and  Southern  cattle,  the  Bleusine,  the  b«nana  and  manioc  cones.  He 
ill  mil  11 II  III  the  vaiiouB  toibes  and  raoss  in  the  several  regions  beginning  with  tbs 
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NubiuiB  who  inhabit  the  goat  noe,  "lying  between  the  Nile  and  the  Red  Sea  and 
extending  tiom  Awuan  near  the  fint  oataiad;  to  Khartum,"  and  ending  with  the 
Bant'us  of  the  Southern  cattle  sone,  which  Kine  "before  the  white  man's  appear- 
ance included  all  of  South  Africa  except  the  Kalahari  deeert."  After  a  brief 
deeoription  of  the  physical  characterlBtics  of  each  region  a  statement  about  the 
ec<akomic  Hfe  erf  the  various  tribes,  about  the  family  life,  political,  religious,  "cere- 
monial," aesthetic,  and  "psychological"  life  of  the  same  is  given. 

In  Volume  11  the  author  frankly  confesses  his  failure  in  the  first  Tcdume  to  inter- 
pret ocHTectly  the  primitive  characteristics  as  compared  with  thoot  of  civiliied  races 
and  pointe  out  a  teoeon  for  the  mistake.  Yet  in  several  inatancee  in  this  volume 
he  takes  ground  which  seenu  hardly  more  tenable  than  some  of  his  former  views. 
For  instance,  he  bases  a  eonolusion  as  to  tiie  psyohologioal  Bupcriwity  of  E)uropeans 
on  the  theory  of  differences  in  brain  weight — a  cvrelation  not  yet  proven,  to  say 
the  least.  Again,  his  view  of  the  negro's  possesion  of  a  greater  gregarious  in~ 
Btinot  than  European  raoea  is  haid^  bcRM  out  by  many  of  the  facta  given  in  his 
own  discuKDon.  Further  his  conclusion  that  by  arohaedogical  and  anthropolog- 
ical evidence  "  the  African  negro  seems  to  be  a  survival  of  the  fint  human  inhabit- 
ants of  the  earth  "  needs  only  to  be  quoted  to  show  its  qnesticmable  quality. 

The  absence  of  any  maps  further  reduoes  the  value  of  the  bode.  The  bibliog- 
raphy, including  some  general  works  on  sooiolog;  and  anthropcdogy,  comprises 
a  "list  of  the  principal  books  referred  to  in  the  text,"  about  one  hundred  twenty^ 
nine  titles. 

QxoB<a  EnMUMS  Hatmxs. 

Fiak  VtiMeraity. 

E^OBT,  Luauus   A.     Conetnina    Juttiee.     Pp.    170.     Price,    S1.3fi.    New 

Haven:  Yale  University  Press,  1914. 

This  «nay  att«npts  to  state  the  iriiiloaophy  of  the  raactionaries  of  the  day, 
I^  which  it  is  hoped  to  eotablitii  that  there  is  no  need  for  any  change  in  our  ooo- 
stituti<Hial  or  judicial  systems.  It  is  of  peculiar  interest  to  note  that  this  philoa- 
ophy  is  essentially  the  lat«s<»-/auw  policy  of  the  American  ItevDluti<»,  and  is 
indeed  but  a  slight  step  removed  from  philosophic  anarchy. 

"Justice,"  decides  the  author,  "is  the  equilibrium  between  Um  full  freedom  of 
the  individual  and  the  restrictions  thereon  necessary  for  the  safety  of  society." 
It  is  baaed  esaentiaUy  on  the  old  conception  of  "the  economic  man"  and  leaves 
out  of  the  account  various  virtues — pity,  sympothy,  philanthropy,  generosity 
and  the  like.  Though  these  make  social  life  more  agreeable  and  contribute  much 
to  the  sum  of  human  happinew,  they  ore  not  essential  to  the  egdstenoe  of  the  race 
erf  society,  s^s  the  au^ior. 

The  author  frankly  admits  that  the  justice  whieh  he  defines  is  not  the  justice 
of  the  golden  rule,  "  that  we  diould  do  ta  others  as  we  would  have  than  do  to  us, " 
but  is  the  justice  of  Ccmfucianism  "  that  we  should  not  do  to  others  what  we  would 
not  have  them  do  to  us.  The  golden  rule  is  a  precept  cA  philanthropy,  of 
charity,  not  of  justice." 

Thespirit  and  argument  of  the  vtdume  is  sbangely  out  erf  aoowd  with  a  twen- 
tieth century  ctmccption  trf  society.  Sooietyis  ponible  acAj  because  the  individual 
is  uorestnined  save  only  friwn  the  safety  of  sooiety  so  demands  and  is  not  a 
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■entirat  oiguuiDi  that  can  move  oonstruetiTel;  and  poeitiTely  toward  real 
juatioe — indiutiul,  religious,  political.  The  bads  of  all  suoh  argumenta  bf  the 
author  is  that  society  must  not  arouM  the  resentment  of  individuals.  Nowhere 
is  there  acceptance  of  an  obligation  to  serve  othen  or  of  a  reaponmbility  individual 
or  social  for  current  eoonomic  and  industrial  oonditions.  The  philoBophjr  <d 
the  pesmmist  is  restated  in  such  language  as  the  following:  "It  is  not  society,  , 
however  ill-org&niied,  that  has  caused,  or  todsy  causee,  poverty.  That  is  the 
primitive  condition  of  the  human  race." 

Clvdx  Lsnixw  Kino. 
Vnweraitj/  of  Permtyleania. 

Fagubt,  fiiau.     (Translation  by  Emily  James  Putnam.)     The  Dread  qf  £f- 

tptmtibaUy.    Pp.  xv,  221.    Price,  11.25.    New  York:     G.  P.  Putnam's 

Sons,  1914. 

This  work  is  a  su^estive  interpretation  of  ^ench  character  and  its  social 
causes  and  raulta.  The  dread  of  reeponubility  ia  held  to  be  the  fundamental 
characteristic  of  the  French  people.  "They  want  C^)  be  irresponsible.  They 
farm  their  idesa  of  law  in  accordance  with  this  design;  they  organiie  and  practice 
their  professions  to  this  end;  they  have  a  family  life  governed  by  this  thought; 
tiiey  have  a  social  life  controlled  by  this  principle"  (Preface). 

By  a  detailed  description  of  the  French  legal  system  the  author  attempts  to 
show  the  irresponsibility  of  the  judges,  the  irresponsibility  of  the  jury,  and  the 
irreepcHiBibility  of  the  criminal.  These  irresponsibihties  enervate  justice  and 
malce  France  "a  country  where  the  most  complete  security  ....  is  that  of 
criminal"  (p.  102).  In  family  life  the  dread  of  reeponsibiUty  limits  the  numbers  of 
children  and  withholds  from  them  vital  knowledge  in  their  adol«aoent  years.  In 
ivc^enional  life  the  French  strive  to  enter  the  service  of  the  state  where  risk  and 
reeptmaibility  are  at  a  minimum.  Political  customs  and  the  ctmstitutioii  divide 
reqxmsfiiility,  subdivide  it,  disperse  it,  scatter  it  until  it  cannot  be  located  any- 
where. Suoh  are  the  results  of  the  dread  of  responsibility  in  French  life,  legal, 
social,  professional,  and  poUticol. 

The  reason  for  the  eriatence  of  this  irt«spoDsibility  in  political  life  is  the 
democratic  government  of  France,  a  govenunent  tendiikg  toward  an  absolute 
democracy — the  first  principk  of  which  is  "absolute  equality  and  next  that 
responsibility  be  lodged  nowhere  .  ..."  (p.  180).  The  remedy  for  this  sit- 
uation is  a  government  by  an  aristooT»^,  under  democratic  forms— «n  aristocracy 
with  social  capacity  and  social  responsibility,  having  a  reepMuive  and  cooperative 
appreciation  by  the  people. 

It  is  interesting  to  note  the  similarity  between  the  author's  account  of  the 
political  problems  of  the  JBVraich  and  their  remedies  and  out  own  American  prob- 
lems and  mnedies  under  different  conditions.  The  failure  of  criminal  law  under 
the  Ficdoh  inquisitorial  system  is  as  striking  ae  the  failure  of  oat  own.  The 
seattffed  political  recponsibility  described  by  the  author  is  a  vexing  problem  in 
American  political  life,  as  well  as  the  French.  The  author  holds  that  the  solution 
in  fiance  is  govenunent  by  an  aristoctacy  under  democratic  forms.  American  ' 
govemmeat  is  exhibiting  a  tendency  to  return  to  concentrated  responsibihty. 


Digitized  by  Google 


248  The  Annals  op  the  Ambbican  Acadbmt 

City  government  by  oommiauon  and  the  adrooaoy  of  the  nduotkn  of  eleotiTe 
officers  in  state  govemmait  are  notable  examples. 

To  ^ipreciate  Cully  the  value  of  the  book  a  thorough  knowledge  ci  French 
life  would  be  neoessaiy.  But  even  to  the  ordinary  reader  it  ia  full  of  atimulus 
and  suggeetitm  in  that  it  ahows  the  way  in  which  the  intimate  life  and  charsot«*  of 
a  people  lie  at  the  basis  of  its  peculiar  political  and  social  prbblemB. 

Jakes  O.  Stxtknb. 
VnwenUy  t^  tilt  South. 

Flexnib,  Bbrnakd  and  Bauiwik,  Boobs  N.    /uwnils  CoitrU  and  Probatiom. 

Pp.  xii,  308.    Price,  S1.25.    New  York:  The  Century  C(»npany,  1914. 

Few  matters  of  public  policy  have  aesumed  so  quickly  a  place  of  impoctanM 
in  popular  t.hinVing  as  that  of  the  juvenile  court  since  its  organisation  in  Oiioago 
in  July,  1869.  The  movement  spread  rapidly  in  this  country  and  in  Europe  aixl 
developed  a  great  diversity  both  as  to  concepts  and  as  to  methods  of  adminiati*- 
tion.  Efforts  to  standardiw  procedure  have  made  slow  progress.  TliB  reAson 
for  this  has  been  a  diversity  both  of  ideals  and  of  eonditiraia  in  different  states  and 
countries.  The  literature  which  the  movmnent  has  produced  has  been,  in  the 
main,  fragmentary  and  has  dealt  with  specific  sspeets  of  the  subject.  In  the 
present  volume,  the  authors  have  attempted  for  the  first  time  a  thoroughgoiiig 
intensive  study  and  statement  of  the  whole  subject  in  concise  form  and  have 
produced  a  texMwok  of  the  juvenile  court  and  its  neceaeaTy  accompaniment, 
iwobation.  Beginning  with  Part  I  we  have  a  short  history  of  the  juvenile  court 
movement  together  with  a  discussion  of  its  underlying  principles.  Part  II 
deals  vith  a  detailed  and  analytical  analysis  of  the  organisation  and  [sooedure  of 
the  court  throughout  the  United  States.  In  addition  we  have  the  best  concurrent 
opinion  of  what  an  ideal  prooedure  should  be.  Part  III  considers  probation  in  th« 
same  manner,  giving  valuable  suKestions  as  to  the  best  methods  of  tHganising  and 
conducting  probation.  Part  IV  criticises  methods  and  statistica,  onphasiaing  the 
value  of  both  in  securing  adequate  results.  In  Part  V  many  pages  of  sample 
forms  are  presented  with  criticisms  and  suggestions.  The  appendix  contuns 
drafta  of  laws  and  rules  representing  the  beet  examples  ot  prooedure  so 
far  incorpraatad  in  the  codes  of  the  various  states,  and  finally  a  lengthy  selected 
reference  list  of  tlie  most  valuable  sources  of  information.  Hm  volume  is  tlie 
report  of  the  special  committee  on  Juvenile  Courts  and  Uteir  Adxninisttatioo  ap- 
pointed by  the  National  Probation  AsaociatiiKi,  and  is  endorsed  by  the  entire 
committee  oonsieting  of  Bernard  Fkxno',  Roger  Bddwin,  Ben  B.  Lindsey, 
Julian  W.  Mack,  Julia  C.  lAthrop,  Homer  Folkt,  Maud  E.  Miner,  Edwin  Mut 
ready  and  Arthur  W.  Towne. 

The  book  diould  be  accessible  to  every  social  student  and  Booial  wotkar, 
whose  interest  in  any  way  touches  this  important  subject. 

J.    P.    IJOB19NBSB4SE. 

VnietrtUy  qf  Ptnnti^Kmia. 

Fbexhan,  Asnold.    Bov  ^b  o'u'  Labow.    Pp.  ziii,  262.    Price,  3s.  6p.    hoa.- 

don:  P.  S.  King  and  Son,  1914. 

Hiis  volume  is  the  result  of  a  year  of  intensive  investigation  into  the  Uvea  of 
seventy-one  working-class  boys  of  the  city  of  Birmin^iam,  England.    The 
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auUtor  aeleoted  tmm  the  GIm  of  the  local  Juvuiile  lAbor  Kxchange  every  hoy  io 
his  nrenteenth  ywr  who  bad  had  four  or  mora  jobs  aiiuM  he  left  Bohool.  While 
this  method  of  eelectdng  his  cases  for  intenrnve  study  excluded  the  "superior"  boy 
who  tends  to  lemam  in  one  job  or  ohangee  but  rarely,  Uie  auth<»  believes  that  the 
large  majcrity  of  the  bc^  selected  ara  typical  of  the  mass  of  uneducated  boy 
]ai)or  in  Birmingham.  The  boys  studied  divided  themselves  into  three  groupa: 
Class  I,  those  who  bod  emersed  into  poaitioiis  where  they  were  beginning  to 
learn  ddUed  work  or  Ha  equivalent,  after  drifting  about  and  doing  unskilled  work 
fOT  three  years  (6  boys);  Class  II,  those  who  were  still  doing  unakiUed  woric  and  of 
whom  the  author  asumes  that  they  woold  continue  to  do  unskilled  work  in  adult 
life  (44  boys) ;  Qaffl  III,  those  who  were  still  doing  unskilled  woric  but  appeared  to 
be  destined  for  unemplc^abteness  in  lata  life  (21  boys).  The  authco'  gives  a 
summary  of  the  home  background  of  each  boy  and  reaches  the  ooncluson  that 
the  relative  failure  of  them  all  is  due  mainly  to  such  environing  facton  as  home, 
hot(8T,  picture  palace,  music  halls  and  che^  literature. 

The  rAle  assigned  to  heredity  is  dismissed  in  several  pages  of  discussion,  and 
the  author's  ease  for  it  is  not  oonvindng.  It  is  unfortunate  that  in  presenting 
this  factor  the  author  should  have  cited  the  shape  of  the  skuU  as  due  solely  to 
hendity  (see  p.  80)  thereby  ignoring  the  results  of  the  reeeaiches  of  Professor 
Boss  in  this  Bdd,  and  should  further  argue  that  intelligence  is  almost  synonymous 
with  sh^w  and  siie  of  the  brain.  It  is  the  opinion  of  the  reviewer  that  whater^ 
the  rAIe  of  heredity,  the  miaerable  home  oonditdons  pictured,  the  amount  of  under- 
nutrition and  the  degrading  social  conditions  generally  obtaining  among  many 
of  the  families  were  akme  sofficioit  to  explain  the  high  peroentage  of  inefficiency 
among  the  boys  studied. 

In  seeking  a  remedy  tor  this  "manufacture  of  inefficiency"  the  author  looks 
.  not  to  tile  errors  oi  schooling  but  to  the  abrupt  termination  of  education  at  the 
age  of  fourteen  and  the  entire  neglect  of  society  <rf  the  development  of  the  boy 
daring  the  adolescent  period  which  is  that  most  fraught  with  weal  or  woe  for  the 
futura  of  the  individual  ooooemed.  In  the  words  of  Mr.  Freeman,  "We  have 
to  devote  ouiselves,  therefore,  to  an  examination  of  the  social  and  industrial 
environment  through  which  the  adoteeoent  is  condemned  to  pass.  As  we  do  so, 
we  shall  discover  why  it  is  that  the  bright,  promising  school  lad  becomes  the  duU, 
incapable  adult"  (p.  lOB).  The  author  euggeets  the  following  remedies:  first, 
the  statutory  reduction  of  the  hours  of  juvenile  labor  which  he  holds  is  the  funda- 
mental remedy  on  itiiioh  all  others  depend;  second,  compulsory  continued  educa- 
tion of  such  a  sort  as  to  fit  the  lad  for  the  threefold  rAle  of  efficient  worker,  efficient 
citiien  and  efficient  husbarkd  and  father.  Supplementary  remedies  include 
increased  cot4>raation  between  the  boy  and  the  emtrfoyer  and  between  the  school 
and  the  home.  Mr.  Freeman  writes  weD  and  as  one  having  a  message.  His 
condudons  appeal  so  strongly  to  common  sense  and  tally  so  accurately  with 
corrunon  observation  that  one  wondsrs  whether  the  author  need  have  devoted 
so  much  space  to  the  life  histories  of  his  seventy-one  cases,  especially  in  view  trf 
the  fact  that  the  small  number  of  cases  studied  invahdates  their  use  for  statistical 
purposes. 

FkAHX  D.  WaraoN. 
Ba—ifatd  CoUtgt. 


Digitized  by  Google 


250  The  Annals  or  tbb  Ambbicam  Acadbut 

Obubbkkx,  John  R    Andmt  DovbU-Bnixy  Bo<M)tepaig.    Pp.  1S2.    Price,  $5.00. 
Denw:  Publiahed  by  Authw,  830  Foater  Bldg.,  1014. 

An  exhaustive  uid  comprehenaive  study  of  ancient  bookkeeping  sod  the 
haginningM  of  modern  accounting. 

Lucas  Pacioli,  Mansoni,  Pietra,  SteTin,  are  to  most  of  us  unfamiliar  uamM, 
but  they  stand  for  thoee  who  sought  to  expound  the  mide  ideas  of  bookkeeptug 
current  in  their  times,  and  are  known  today  as  the  pioneera  of  bookkeeping  liter»- 

The  most  stnktng  and  unique  feature  tA  this  treatise  is  the  reproduction  of 
the  works  of  these  writcn  as  they  orignally  appeared,  together  with  translationa  by 
the  author. 

Paoioli'e  coiita:ibutiDn  to  Aecotmting  literature  is  contained  in  his  work  en- 
titled, Remme  on  Aritlmutie,  Qeonutry  and  Proporiiont,  published  in  1494.  The 
■Mtion  dealing  with  double-entry  bo<d:keeping  entitled,  PartCculta^  dt  compulu  ti 
Seriplvrit  (Farticulars  of  Reckonings  and  tb^  It«coRltng),  Mmtains  a  thcavugh 
eqMsition  of  the  si^ject  from,  taw  may  at^.  Alpha  to  Omega,  which  Taries  but 
little  from  modem  practice.  Incidental^  also  Pacioli  gives  some  sound  advice 
to  the  merchant  and  business  man  of  his  day,  which  applies  with  equal  foroe  to 
conditions  of  the  presuit. 

We  are  prone  to  think  that  Acoouatanoy  ia  of  noeot  development  and  that 
accounting  systems  are  mainly  the  result  of  modem  conditions.  That  this  is 
not  so,  is  evidenced  by  the  fact  that  Stevin's  manuscript  of  1607  descrU>es  a 
system  of  Municipal  Accounting;  while  in  1586,  Pietra  described  an  Economic 
Ledger  for  Capitalists  and  Bankers;  in  1632  Mainardi  attempted  to  describe  a 
system  of  accounting  for  Trustees  and  Ezecutora,  and  was  the  first  one  to  advo- 
cate the  use  of  combination  journal  entries. 

The  real  worth  of  tiiis  book  is  not  in  the  curiosity  it  satisfies,  nor  yet  in  its 
uniqueness  and  the  inteiesting  data  it  contains,  but  in  the  explanations  of  the 
underlying  principles  expounded  by  these  early  writers  themselves,  and  in  the 
preserving  of  old  thoughts  which  to  many  today  seem  to  be  new. 

EswABD  P.  MoxBT,  Jb. 
Unweriili/  af  PenmyUxnua. 

QuAhaxd,  Albert  LIom.    French  CivUvaiion  in  Oie  NwutaenA  Century.    Pp. 

312.    Price,  S3.00.    New  York:    The  Century  Company,  1914. 

At  a  time  when  France  is  so  prominent^  before  the  world  and  when  a  large 
portion  of  the  American  Public  has  been  ftvoed  to  change  its  evaluation  of  French 
civilisation  and  the  French  charaot«r,  M.  Gu^'ard's  book  is  of  more  than  paning 
interest.  Originally  intended  as  an  introduction  to  the  regular  courses  in  French 
Literature  at  Leiand  Stanford  Univeraity,  it  retains  some  pedagogical  features 
in  its  make-up.  This,  as  the  author  is  careful  to  point  out  in  the  preface,  involves 
a  certain  amount  of  repetition,  but  the  material  and  handling  are  adaptable  to 
tiie  purposes  of  the  general  reading  public. 

M.  Gufirard  starts  out  with  a  consideration  of  the  i^iysical  situation  and  sur- 
roundings of  France.  He  avows  that  "there  is  no  French  race,  prop^lyeo- 
catled,"  and  assigns  the  existence  of  the  Frrnch  nation  "neither  to  homogezwit^ 
IMfT  unifomiity,"  but  to  "environment  and  history." 
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With  this  M  a  point  of  departuK  he  briefly  tncee  the  history  down  to  and 
including  the  Rerolution,  pointing  out  ite  \a^y  dranuttic  chaiaoter.  He  fol- 
lows this  with  chapters  on  Napole<m,  the  Constitutional  Monarchies  (including 
both  the  Restoratioa  and  the  July  R^imes),  Napoleon  III  and  the  Third  Bepubr 
tie,  devoting  a  part  of  each  chapter  to  a  diaoussiou  of  the  social  and  cultural  obar- 
Mter  of  the  period.  Then  follow  q)ecial  chapters  deroted  to  "The  Social 
Queation,"  "Eduoation,"  and  "The  Beligious  Question."  In  these  ohapteis  the 
author  takes  up  a  ohronological  discussion  of  euh  of  the  topics,  thus  repeating 
Borne  Uiiogs  already  given  in  the  earlier  pages.  To  each  chapter  is  appended  a 
durt  oriCioal  Ubliocr^>hy  and  a  chronologieal  table  of  events.  In  tbe  case  of 
the  ohaptois  on  apetaal  topics,  these  ohronologiosl  taUes  are  devoted  nolusively 
to  thsM  subjects  and  are  very  helpful. 

M.  Qufcard  cmphaaiEes  the  deep  cleavage  made  in  French  society  by  the 
Revolution,  and  by  tliis  means  eq>Uins  the  many  and  quick  political  changes  in 
Fiance  during  the  last  century — a  idtenomenoa  which  Amerioans  are  apt  to  eiplain 
by  assigning  it  to  the  innate  fickleness  in  the  French  character.  "TliQ  history  of 
France  in  the  oioeteenth  century  is  the  trage^  of  a  nation  with  a  divided  soul. 
Hub  is  no  inunemiKial  ourse,  no  taiat  in  the  Uood  of  the  people.  For  eight 
hundred  years  the  French,  proud  of  their  common  heritage,  bad  rranained  re- 
markably loyal  to  their  dynasty  and  to  their  faith. "  He  says  the  terrible  evmts 
of  the  Revolution  "created  a  chaon  between  the  old  world  and  the  new.  .  .  . 
France  bvee  in  the  dread  of  radical  reaction  or  revolution,  in  an  atmosphere  of 
latent  civil  war.  In  this  atmosi^iere  of  conflict,  every  new  problem  gives  rise  to 
passionate  antagonism. "  Thus  we  see  the  French  are  divided  into  irreconcilable 
factions— factious  which  arise  directly  out  of  the  fundamental  clotvage  oi  the 
great  Revolution  or  are  engendered  by  the  hatred  and  strife  arising  out  of  it. 

The  author  considers  incidentally  the  question  of  degeneracy.  He  ccfflfutes 
the  assertion  that  the  average  height  of  the  f^«nch  conscript  is  falling  off,  and 
explains  it  by  saying  that  this  seems  to  be  so  only  because  the  number  of  con- 
scripts  has  be«)  so  much  increased.  He  cites  the  annual  reports  of  the  Con- 
scription Committee  as  authority  for  the  statement  that  the  average  height  of 
the  French  is  actually  oa  the  increase.  In  the  matter  of  the  falling  birth-mtc, 
M.  Quirard  calls  attention  to  the  fact  Uiat  it  is  now  recognised  as  a  univetsal 
{^nomsnon  Uiroughout  the  dviliied  world.  The  cry  of  decadence  was  raised 
by  "malevolent  rivals,"  by  "sensationalista, "  by  "aeethetee,"  in  quest  of  a 
new  poae,  by  "earnest  patriots  who  had  lost  their  star. "  In  the  light  of  present- 
day  occurrences,  it  is  safe  to  agree  with  him  in  eadaiming  "When  a  belated  echo 
of  this  cry  reaches  us  now,  how  faint  and  strange  and  silly  it  Boundal" 

Paul  Laubebt  Whi^. 
C/niMTttfy  (^  Permtyitania. 

Haxbis,    Gkosoi.    a    Cmiury'*    Change   m   B^igion.    Pp.    ix,    266.    Price, 

S1.2S.    Boston;    Houghton,  MiflUn  Company,  1914. 
Sbotwxu.,  Jaub  T.     Ths  Rdigiout  Awolutton  of  Today.    Pp.  vni,  1S2.    Pries, 

$1.10.    Boston:    Houghton,  Mifflin  Company,  1914. 

lliese  two  ndumes  with  somewhat  similar  titles  approach  the  subject  from 
wide^  different  pmnts  of  view.    The  first  is  descriptive,  the  second  analytical. 
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Prasidait  Harm  has  taken  up  the  mbjeot  of  triigioii  and,  is  tutu,  the  prindpal 
doctrioes,  and  shown  the  shifting  of  (s&phasis  in  their  statement  and  even  in  tlta 
content  of  beliefs  concerning  them,  eq>eciall]r  as  thejr  are  disoloBed  in  Ameriout 
life  and  thought.  'The  process  is  one  of  the  amplification  of  beliefs  and  the  har- 
moniiing  of  these  beliefs  with  the  derelopments  of  science.  Religicm  has  become 
more  rational  but  has  lost  none  of  its  power.  He  maintains  that  irtiile  some 
opinions  have  been  discarded  there  is  a  deepw  sense  of  awe,  of  reverence,  and  of 
aspiration.    Man  lemaina  easentiaUj  reli^ous, 

Proteseor  Shotwell  r^^ds  this  change  as  more  than  a  gradual  modifioatioo 
of  old  beliefs.  It  is  a  revolution.  It  is  part  of  an  intellectual  proceee  that  eon- 
cems  not  ozily  theology  but  affects  anthropology,  psychology,  aociology  and  his- 
tory as  well.  Religion  is  not  only  changing,  but  ite  basis  has  shifted.  All  aspects 
of  Ufe  are  undergoing  a  proceae  of  secularisation.  "Qiarity  has  become  a  business 
and  a  social  duty,  a  thing  of  the  head  rather  than  the  heart,  a  coOperatitMk  in 
social  uplift  rather  than  as  a  mere  avenue  to  sainUiaees  for  the  giver  of  atms. " 
The  state  is  not  a  divine  creation,  but  a  human  evolution.  "Disease  is  no  longer 
a  divine  affliction,  but  a  violation  of  natural  law."  Morality  is  no  longer  ahao- 
lute  but  relative.  Even  the  truly  religious  man  of  today  is  "less  intereated  in 
heaven  and  hell  than  in  unemployment  and  sanitation."  The  heart  is  being 
disciplined  by  the  head.  Neverth^ess,  Professor  Shotwell  insists  that  "Religion 
seems  as  constant  a  factor  in  humanity  as  gravitation  in  the  material  worid," 
and  this  despite  the  fact  that  scienee  continues  to  banish  mystery,  to  destioy 
taboos,  and  to  construct  a  worid  of  rational  ezpoienoe.  The  supreme  mysteries 
of  "life"  and  of  "niatter"remaina8  the  chief  stimulus  to  both  scienoe  and  leligjon 
and  guarantee  the  permanence  of  both  in  tlte  life  of  the  race. 

Both  books  arrive  at  very  much  the  same  conclusion  thou^  they  pursue 
very  diverse  paths. 

3.  P.  LicHTKtBnaoKK. 
Vniftniiy  ot  Permi)fiiania. 

Hatbs,  HAHuoNn  V.    PiMie  UUiilU*:  Th«ir  Cotl  New  and  Dtpredatitm.    Pp. 

xii,  262.    Price,  t2.00.    New  York:  Van  Nostrand  Company. 

Boc^  and  magaaine  articles  upon  the  subject  of  valuation  of  public  utiUties 
are  iq>pearing  at  frequent  intervals.  There  is  great  need  for  literature  l^>0D  this 
subject  for  the  guidance  and  the  aaaistance  of  railwE^  commissioners,  public  serv- 
ice companies  and  engineering  firms,  many  of  which  are  activ^  engaged  in  the 
valuation  of  railroads  and  other  public  service  properties.  A  sucoessful  book 
upon  this  subject  must  be  written  by  oao  who  has  an  q>preciatioa  of  both  the 
engineering  and  the  ecmomio  questions  connected  wiUk  valuation. 

Mr.  Hayes  has  written  an  exceJkot  book  that  deals  ccmcisely,  daariy  and 
comprdiensivdy  with  the  different  aspeots  of  the  subject  of  valuatim  of  public 
uttlities.  The  book  is  not  too  technical  to  be  understood  by  the  intdligent  layman, 
nor  is  it  so  voluminous  as  to  discourage  the  layman.  One  seeking  on  introduetioD 
to  a  detailed  and  specialised  study  of  valuation  may  do  well  to  begin  with  Mr. 
Hayes*  volume. 

Hm  purpose  of  the  author  was  to  set  forth  "  the  principles,  as  far  as  they 
have  been  esttUiliBhed,  which  must  form  the  bans  of  a  valuation  of  the  property 
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of  a  public  utility  undertaking,"  llie  author  oonoeiTes  the  duty  of  the  e) 
to  b«  to  inveatigate,  aacertain  and  set  (ortli  the  facta  as  to  the  origiiial  coat,  re- 
placement eoet,  depreciation,  maiket  value  of  stocks  and  bonds,  and  "goiug- 
oaaetra"  value.  It  ia  not  the  function  of  the  engines  to  determine  the  fair  pres- 
ent value  of  public  utility  companies,  Mr.  Hayee'  behef  being  that  "the  court 
<s  commimion,  depending  upon  the  nature  of  the  case,  is  alone  competent  to 
ascertain  the  true  present  value  of  the  proper^  of  an  undertaking."  The  func- 
tion of  the  valuation  engineer  is  to  ascertain  Uw  cost  and  other  data,  by  means 
of  which  the  oommision  or  the  court  may  determine  the  fair  valuation  of  the 
property. 

The  only  portion  of  Mr.  Hayes'  volume  that  may  be  considered  technical 
is  that  which  coDcems  the  discussion  of  depreciation  and  reserves  for  depreda- 
tion. The  author  explains,  with  some  detail,  the  results  produced  by  the  "straight 
line"  and  "sinking  fund"  methods  of  providing  reeervee  for  depreciation.  Hie 
conclusion  of  the  author  upon  the  important  question  of  the  method  of  providing 
for  depreciation  is  that  "when  the  property  of  a  pubhc  utihty  consists  of  plant 
alone,  the  loss  in  value  must  be  determined  by  the  straight  line  method,  and  when 
the  property  connsts  of  plant  and  depreciation  reserves,  the  loss  in  value  must  be 
ascertained  by  means  of  what  has  been  called  the  sinking  fund  method." 

Euout  R.  Johnson. 
Unwertily  of  Pemuj/lvania. 

HoLDewoBTH,  John  T.    Money  and  Banking.    Pp.  439.    Price,  S2.00.    New 

York:  D.  Appleton  and  Company,  1914. 

In  reading  the  recant  book  by  Professor  John  T.  Boldsworth,  of  the  Uni- 
vetaity  of  Pittsburgh,  one  must  bear  in  mind  thepurposeof  the  work  and  the  many 
subjects  with  which  he  deals.  The  book  is  so  arranged  as  to  make  it  suitable  tot 
use  as  a  textbook,  covering  the  whole  general  subject  of  money  and  banking. 
The  scope  necessarily  involves  a  large  number  of  ectmomic  subjects — history  of 
banking,  prindplra  of  money,  history  and  principles  tA  credit  and  many  otbwB, 
each  (me  of  which  ctatstitutee  a  specialised  fiekl  to  which  many  volumes  might  be 
devoted. 

The  book  is  designed  piimarHy  to  serve  as  a  textbook  for  those  just  beginning 
the  study  of  money  and  banking,  but  it  will  also  prove  of  value  to  those  who  have 
entered  the  field  before,  for  in  a  single  volume  the  author  has  piesented  the  whole 
general  subject  in  a  concise  way. 

The  bode  is  divided  into  two  parts:  the  first,  reviewing  the  essentials  in  the 
history,  theory  and  principles  of  money;  and  the  second,  discussing  the  principles 
and  practices  of  bankii^t. 

Part  one,  in  addition  to  giving  a  thorough  review  of  the  mi»iey  syetem  of  the 
United  States,  contains  an  excellent  chapter  on  the  value  of  money  and  prices, 
diecuasing  the  quantity  theory  of  mtmey,  the  multiple  slandud  and  the  oompoi- 
sated  dollar.  In  chapter  five,  the  use  of  the  drculation  statement  is  eomeirtiat 
etttfusing  and  it  is  believed  that  were  the  "Daily  Statemmt  of  the  United  State* 
Treasury"  used  in  its  stead,  a  better  undentanding  of  the  relatiim  of  the  Treasury 
Department  to  the  mcmey  of  the  United  States  would  be  obtained. 

Part  two  contains  a  large  amount  of  general  information  on  the  subject  of 
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bankmg.  The  oh^iter  on  Foreign  Banking  SystomB  is  vary  brief,  due  no  doubt 
to  lack  of  space  for  a  more  detailed  disouBdoa.  It  would  seem  titaX  a  more 
thorough  treatment  of  foreign  banking  t^etemi,  hers,  would  be  denrable,  as  es- 
tablishing a  foundaticat  for  the  proper  appredaUon  of  the  remaining  ch^rtcn, 
Defects  of  the  National  Bank  System  and  The  FMeral  Reserve  System. 

To  one  specUliiing  in  any  particular  phaae  of  money,  credit,  or  banking,  the 
bo(A  ia  of  lem  value  thui  many  others,  lie  value  lies  in  that  it  preeenta  in  oon- 
venient  form  the  whole  general  subject  of  money  and  banking.  It  fills  a  long- 
fdt  want  of  the  student  and  young  buaineea  man  for  text  on  this  subject. 

Eabia  H.  RADDHm. 
JV«w  York  City. 

SoKte,  Eliot.     The  AnUracite  Coai  Combinalum  in  tAs  Untied  SlalM.    Pp.  xiii, 

261.    Price,  $1.60.    Cambridge:  Harvard  Univarsity  Pteaa,  1914. 

Here  is  a  fearless  fact  portrayal  of  a  complex  oombinaticHi  movemoit  in 
America— the  anthracite  coal  industry. 

The  author  first  presenta  the  early  history  of  coal,  giving  a  brief  deecription 
of  the  three  great  fielda — the  Wyoming  district,  the  Lehigh  district  and  the  Schuyl- 
kill district.  The  development  of  the  industry  from  the  discovery  of  coal  to  the 
present  is  divided  for  extensive  study  into  four  more  or  less  well  defined  periods. 
The  first  period,  extending  from  the  middle  of  the  eighteenth  century  to  1843, 
repic«ents  the  earliest  developments,  and  gives  a  clear  description  of  the  problems 
and  methods  of  transporting  the  coal  by  canals  and  navigable  rivers.  The  second 
period,  from  1834  to  1873,  portrays  the  entrance  of  the  railroads  into  the  coal 
trade.  It  is  in  this  period  that  the  railroads  made  extensive  purchases  in  coal 
lands.  The  third  period,  1873-1898,  contains  as  its  HiBt.ingiiiahiTig  features  the 
growing  influence  of  the  railroads,  their  domination  over  the  independent  oper- 
ators, their  pool  formations,  and  the  making  of  other  arrangements  to  secure 
monopolistic  harmony  in  the  trade.  The  fourth  period,  b^;iiming  with  1898, 
shows  the  formation  of  the  coal  combination  which  has  since  effectively  con- 
trolled the  anthracite  industry. 

The  author  then  gives  a  very  canful  and  enlightuiing  study  of  the  effects  of 
the  combination  in  its  control  oF  output,  transportation,  price  and  sale  of  coal, 
and  closes  his  work  with  an  investigation  into  the  efforts  made  by  tiie  government 
to  dissolve  the  combination. 

This  book  is  of  exceedingly  high  value  chiefly  tor  its  concrete  facts,  showing 
how  step  by  step  a  great  combination  has  been  formed  and  abo  beoaum  ot  the ' 
clearneea  with  which  it  develops  the  raiormous  power  resulting  from  a  natural  re- 
source coming  under  railroad  control. 

As  Hoards  r^ulative  measures.  Dr.  Jones  gives  us  little  hope  of  immediate 
solution.  "Even  if  the  present  combination  should  be  dissolved,"  claime  the 
author,  "it  would  be  difficult,  in  view  of  ciaicentrated  ownership  of  supply,  to 
prevent  the  eetablishmeut  among  the  ooal  companies  of  an  entente  eordiaU  that 
would  effectively  maint-ain  prices  and  yet  be  lees  open  to  attack.  .  .  .  The 
people  of  the  United  States  have  not  as  yet  a  fixed  and  definite  policy,  and  until 
a  definite  policy  is  adopted  a  permanent  solution  of  the  anthracite  coal  problem 
is  not  to  be  expected." 
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The  power  of  a  combinaiticai  mich  as  Dr.  Jonw  portrays  aurely  must  have  had 
at  least  appreciable  effects  on  the  wage  problem  and  the  labor  eituation.  Noth- 
ing,  however,  can  be  found  in  thia  work  which  ahowa  the  i«lationa  of  the  combina- 
tion with  the  wage-eanien.  Muehtrouble  was  experienced  in  1902,Bnd  those  who 
have  their  ears  to  the  ground  report  rumbling  of  trouble  in  1916;  therefore  it 
imnmft  a  pity  that  nothing  has  been  given  us  <hi  this  aide  of  the  anthracite  industry. 

Just  aa  in  1902  Dr.  Montague  gave  ua  his  valuable  book  on  the  rise  of  the 
standard  oil,  so  Dr.  Jones  has  worked  out  the  anthracite  coal  combination,  but 
in  a  far  more  detailed  and  acientifio  maimer. 

Chablbs  £.  HsmzL. 
UnicertUi/  qf  Ptmu^/biania. 

KsmoiDT,  SinciJlIr.    The  Pan-Anght;  A  CoimdenHon  of  th»  federation  qf  th» 

Seeen  EnglishSpeakins  Natitnu.    Pp.  iv,  24*.    Price,  $1.76.    New  York: 

Longmans,  Green  and  Company,  1GI4. 

In  the  face  of  the  great  war  now  raging,  this  book,  although  in  press  iriien  the 
war  began,  attiacts  attention.  It  is  a  plea  for  governmental  federation  of  Pan- 
Angles,  the  "EnglidHspeaking,  self-governing,  white  people  of  New  Zealand, 
Australia,  South  Africa,  Newfoundland,  Canada,  the  British  lalee  and  the  United 
States."  The  "civQisation"  of  this  group  is  baaed  upon  the  political  underatutd- 
ing  that  "aelf-goveming  white  men  cannot  be  the  poasession  of  another"  but  they 
may  poasen  others.  Originally  of  British  blood,  ttie  population  of  these  countries 
has  been  enriched  by  Continental  immigrants  who  have  soon  learned  to  apeak 
Ignglinh  and  to  understand  the  Fan-Angle  "habits  of  mind  and  forms  of  govern- 
ment." 

With  "individualism"  as  the  baas  of  all  his  theories  and  practice,  the  Pan- 
Angle  is  eager  to  act  alone,  yet  knows  how  and  is  willing  to  combine  with  hiB  fellows 
when  necessary.  When  preeentative  government  becomes  impncticable,  he 
develops  lepresentAtive  forms,  final  sovereignty  resting  with  the  voter.  But  from 
this  auffiage  power,  he  would  exclude  all  non-whites.  Pan-Anglea  will  be  called 
upon  to  preserve  the  wide  territory  they  have  wrested  from  those  whom  they 
regaid  as  the  lesser  breeds  and  to  secure  themaelves  in  the  righta  of  individualism. 

For  dangers  to  their  "civilization"  may  rise.  Civil  strife  may  break  out 
witiiin  any  of  the  seven  groups  or  war  may  arise  between  any  of  them.  Both  of 
these  dangeis  have  been  experienced  in  the  past. 

The  third  danger  comes  from  rival  "civilisations"  of  others  who  "need  land 
for  their  children"  and  who  "wish  to  see  the  world  'bettered'  by  their  ideas." 
The  fate  of  one-time  world  rivals,  Spain,  Portugal,  Holland  and  France,  is  a  warn- 
ing. Germany  can  be  made  an  ally.  Both  Rusaia  and  the  yellow  peril  of  J^tan 
and  China  are  future  concerns.  Pan-Angles  the  world  over  have  anti-asiatic 
feeling  and  they  have  large  subject  populations  "to  control  and  protect." 

So  to  meet  these  dangers,  there  should  be  "a  machinery  of  government  tried 
and  tested  before  the  crash  comes."  This  "common  government"  should  be  a 
closer  union  than  now  exists,  and  it  should  oonaist  of  a  federation,  with  national 
existence  intact  and  with  looal  aut<momy  for  local  affairs.  It  should  be  an 
Imperial  union  of  not  only  Britannic  nations,  but  of  all  Pan-Angks.  The  author 
tfirfda  that  st^  in  this  diieotipn  bava  i^bead^  been  made  and  that  men  over  Mw 
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Fan-Angk  worid  axe  mniiiig  for  oloeer  union.    The  final  aocompliahment  must 
come  by  the  tone  of  popular  opioioa  within  each  nation&l  group. 

So  much  for  a  summary  of  the  views  of  the  book;  what  of  their  value?  Ilw 
authtff's  denial  of  jingoiran  is  taken  in  good  hith.  Beyond  doubt,  a  combinatioo 
of  powerful  national  groupe  to  preserve  such  a  heritage  as  cmtiralum  is  a  "oon- 
Bummation  devoutly  to  be  wished."  Some  combination  of  En^^ish-epeakiDg 
pe(q>Ie8,  because  of  common  language,  mutual  undeTStandivg  and  worid  power, 
would  doubtless  be  very  effective.  But  the  present  results  of  the  miente  ot 
England,  France  and  Russia  do  not  permit  the  author  to  claim  that  only  Pan- 
An^es  will  work  and  fi^t  to  preserve  democntie  nnluotton. 

Furthermore,  any  Pan-Angle  policy,  which  would  exclude  Ekigli8h-q)eaking 
non-whit«s  from  the  full  enjoyment  of  political,  religiouB  and  personal  Uberty 
would  be  OS  shortsighted  as  it  is  dangerous.  When  Sen^alese,  Turcos  and  Indiana 
are  sending  the  best  of  their  breed  and  abundance  of  their  treasure  to  help  Pan- 
Angles  save  their  children  and  preserve  their  ideas  and  possessions,  se]f4ntermt 
alone  should  tell  English-speaking  whites  to  accord  these  "lesser  breeds"  a  full 
riiare  of  the  dearly  bou^t  freedom.  Unless  white  Pan-Angles  wish  to  build  up 
a  flood  of  hate  iix  the  future,  they  should  heed  the  "Recessional"  of  the  great 
Uving  prophet. 

Oeoxoe  GoinrND  Hatnxs. 
Fidt  UnvMniti/. 

LowiLL,  A.  Lawbencb.    Publie  Opinion  and  Popular  Government.    Pp.  riv,  415. 

Price,  %2.26.    New  York:  Longmans,  Green  and  Company. 

President  Lowell  has  given  a  considerable  portion  of  the  first  part  of  his  book 
to  a  discussion  of  the  nature  of  public  opinion.  "The  essential  to  this  motive 
forceof  democracy,"  says  President  Lowell,  "isnot  only  that  the  opinion  be  shared 
by  a  majority,  though  unanimity  is  not  required,  but  that  the  minority  ungrudg- 
ingly give  its  acceptance  to  the  conclusion  held  by  others,  usually  referred  to  as 
public  opinion."  This  does  not  preclude  the  nunority  from  attempting  to  restate 
its  opinion  as  the  opinion  of  the  majority,  but  it  does  mean  that  in  countries  where 
pubUc  opinion  cui  be  really  said  to  be  the  controlling  factor  in  government, 
minorities  cannot  be  irreconoilable,  as,  for  instance,  are  the  MonarchistB  in  the 
French  Republic,  To  Piesident  Lowell,  public  opinion  is  only  in  part  rational. 
He  does  not  recognise  it  as  the  mature  judgment  of  a  sentient  community,  cer- 
tainly not  within  the  meaning  of  such  men  as  Cootey  and  Giddings  who  define 
public  opinion  in  terms  of  "an  aroused,  mature,  oiKanio  social  judgment." 

Two  agencies  of  public  opinion  only  are  discussed :  political  parties,  and  direct 
legislation  and  the  lecall.  The  discussion  of  parties  is  along  more  or  less  tradi- 
tional channels.  The  contribution  of  the  volume  is  in  its  direct  and  illuminating 
analysis  of  what  pubhc  opinion  is  and  the  extent  to  which  direct  legislation  and  the 
recall  are  acceptable  agencies  for  the  creation  and  expression  of  public  opinion 
on  the  social,  eoonomio  and  political  questions  of  the  day.  The  votes  east  and  the 
nature  of  the  questions  submitted  under  the  initiative  and  referendum  in  Switser- 
laud  and  in  the  states  of  this  country  are  carefully  analysed  and  inclusively  pre- 
sented. 

Hie  author  ewicludes  that  tbe  referendum  and  initiative  will  not  bring  the 
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millimTitiiiti  tbey  Kie  expected  to  bring  though  they  will  and  have  pnmi  to  be 
valuable  when  lued  in  an  appropriate  way.  The  objection  made  hj  the  author 
that  no  attempt  has  been  made  to  confine  popular  votes  to  that  class  of  questions 
upon  which  a  public  opinion  can  readily  be  formed,  is  not  followed  by  any  definite 
Buggestioua  as  to  just  how  that  division,  which  all  would  admit  would  be  advis- 
able, could  be  made.  A.  comparisDn  of  referendal  measures  with  constitutional 
amendments  shows  that  the  measures  referred  to  the  people  under  either  the 
initiative  or  referendum  are  more  clearly  questions  upon  which  a  public  opinion 
can  be  readily  formed  than  have  been  the  constitutional  amendments  submitted 
to  the  electorates  throughout  our  history.  The  history  of  the  referendum  mveala 
a  tendency  to  submit  to  popular  vote  quMtions  of  policy  primariljr.  Custom  and 
usage  are  thus  t«nding  to  develop  just  the  line  of  demarcation  which  Pieaident 
Lowell  would  have  indicated  by  hard  and  fast  rule. 

Fart  IV  of  the  book  has  to  do  with  the  regulation  of  matters  to  which  public 
opinion  cannot  directly  apply.  Attention  is  given  to  representation  by  sample, 
rotation  is  office,  committee  and  public  hearings  and  the  questions  as  to  how 
experts  can  be  aecured  and  retained  in  governmental  problems.  President 
Lowell's  discussion  of  the  need  for  and  value  of  experts  is  always  suggestive  and 


Cltimi  Lthdon  Kino. 
UnwnUy  a]  Fmngj/lmnia. 

Mabik,  Hauilton  WaiaHT.    Japan  Today  and  Tomorrow.    Pp.  ix,  291.    Price, 

S2.00.     New  York:  The  Macmillan  Company,  1914. 

The  plan  of  sending  "a  literaiy  impressionist"  as  an  apostle  of  peace  and 
good-will  to  the  Japanese  was  adapted  happily  in  itself  to  the  temperament  of  that 
impressionable  people,  and  the  selection  of  Mr.  Mabie  for  the  delicate  minion 
was  equally  happy.  Mr.  Mabie  is  much  more  than  a  pleasing  painter  in  words 
and  phrases.  The  keen  insight,  quick  sympathy,  calm  judgment,  the  tt^lw  tr/mr, 
so  characteristic  of  this  writer  and  critic,  must  have  appealed  as  forcibly  to  the 
Orientals  in  his  lectures  on  American  ideals,  character  and  life,  as  these  qualities 
in  the  book  before  us  now  appeal  to  us. 

A  man  of  this  faimees  of  mind  would  naturally  escape  contamination  in  the 
atmosphere  of  the  smoking-room,  generally  surcharged  with  anti-Oriental  and 
anti-missionary  prejudice,  whether  on  board  the  Amraicon  and  British  Pacific 
steamers  or  in  the  foreign  hotels  and  club  of  Yokohama;  but  an  additional  safe- 
guard is  to  be  noted  in  the  names  of  the  three  Japanese,  "  wise  oounselloTS  and  loyal 
friends,"  to  whom  the  book  is  inscribed.  Among  these  is  Piofessor  Nitobi,  whose 
own  book  concerning  Japan  (formerly  reviewed  in  these  columns)  is  a  valuable 
contribution  from  the  inside.  In  the  chapter  entitled  East  and  West,  the  judicial 
calm  of  the  author  shows  itself  capable  of  properiy  discounting  the  biased  claims 
of  both  hemispheres.  From  Count  Okuma,  perhaps  the  broadest  of  living  Jap- 
anese public  men,  the  author  was  able  to  gaUier  first-hand  information  concerning 
present  political  and  social  conditions  in  Japan,  and  its  international  attitude. 
See  the  chapter  entitled,  A  Japanese  Prime  Minister  on  Japan,  being  a  conversa- 
tion with  the  author,  Bt«a<qpaphically  reported. 

While  the  mmn  purpose  of  the  book  is  thus  well  carried  out,  the  brief,  yet 
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adetiiute  hiatoricol  ■ketch,  in  the  vxrlj  chiqtten,  abould  clour  away  much  of  tbe 
fog  that  still  eiiTid<^  the  eariy  period  in  the  mmdB  <d  mo«t.  As  to  the  descrip- 
tive  pcniiona,  whether  relating  to  natund  aeeatrj  or  to  the  life  of  the  people  in  city 
and  country,  the  sympathetic,  yet  accurate  ddiueatjoi  miut  pruTe  alluring  to 
readers  who  have  never  seen  Japan,  while  to  foreigners  who  have  spent  yean  there, 
the  old  familiar  scenes  stand  out  in  these  pages  touched  with  the  charm  of  fond 
iBOoUection.  In  the  fine  chapter  on  The  Japoneee  Hand,  Mr.  Mabie'B  apprecia- 
tion of  the  qualities  of  Japanese  art  ot^oaches  an  enthuaiaam  that  would  almost 
aatiafy  Profeaaor  Uorae  of  Salem,  whose  name,  by  the  way,  on  page  283,  ecro- 
neoudy  spears  as  Mr.  Eldwacd  M.  hl<«ao. 

In  the  aooount  of  The  Qenius  of  Shmto  and  possibly  in  the  absence  of  con* 
sideration  of  misnonaiy  tabors,  some  may  tlunk  to  detect  an  unfortunate  in- 
fluence exorted  by  the  "wise  counsellorB  and  loyal  friends,"  of  the  inscription. 
The  Japan  of  today  could  not  be  what  Mr.  Mabie  finds,  had  those  wise  and  de- 
voted Americans,  Doctora  Verbeck,  S.  R.  Brown,  and  Hepburn,  true  apostles  of 
the  broadest  national  regeneration,  not  been  on  the  scene  during  the  period  <A 
bansfarmation,  beginning  as  far  back  as  I860  then'  bratefioent  work,  both  rdtg- 
iotu  and  secular. 

The  fact  remains,  however,  that  among  the  many  books  about  Japan  that 
have  appeared  during  the  past  fifty  years,  in  Europe  and  America,  the  present 
work  must  take  high  rank  for  accuracy;  in  fairness  of  estimate  and  in  charm  of 
portrayal  it  is  unsurpassed. 

William  AnnisoN  HonoHTON. 
St.  Peterdnirg,  Fia. 

Matthews,  Nathan.    Municipal  Charters.    Pp.  vii,  210.    Price,  S2.00.    Cam- 
bridge:   Harvard  University  Press,  1914. 

This  pubHoation  is  the  first  irf  the  publicatitns  of  the  Bureau  for  Reeeanih  in 
Municipal  Government  in  Harvard  University,  the  second  being  a  bibliography 
on  municipal  government  by  I^f.  William  Bennett  Munro. 

Mr.  Matthews  was  mayor  of  Boston  from  1891-1895,  and  chairman  of  the 
Boston  Finance  Comminion  &om  1907-1909,  and  sometime  Lecturer  on  municipal 
government  in  Harvard  University.  The  enentjola  of  an  American  city  charter 
are  disouaeed  at  length  and  in  great  detail,  with  special  emphasis  on  the  adminis- 
teative  proviaionB.  But  two  brief  ch^iten  are  devoted  to  the  political  features 
of  the  charter  and  the  city's  relation  to  the  state  respectively,  while  eight  longer 
cluj>te>B  are  devoted  to  administrative  provisions,  relating  partioulariy  to  the 
city's  quasi-public  aBrviee  corporations,  to  offioen  and  employees,  to  apprafsia- 
tions,  taxes  and  loans  and  to  geneial  rules  for  the  conduct  of  busmen,  to  Uke  assess- 
ment of  taxes,  accounts  and  reports  and  to  the  management  of  municipal  enter- 
iwtaes. 

Part  II  is  devoted  to  a  model  draft  of  a  city  charter,  including  primarily  the 
rcflponaible  esecntiv»t3rpe  and  only  secondarily  the  c<Hnmission  type. 

The  author  indttdes  in  his  oborter  suggestions  only  those  that  have  been  well 
tried  and  found  "safe  and  sane"  in  praetioe.  Mai^  of  his  provisions  may  be 
classed  as  reactionary.  Thus  he  provides  in  sectjoa  2  of  article  8  of  his  model 
charier,  in  giving  the  general  rujes  for  the  oonduot  of  buainees,  ttiat  "repairs  and 
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work  neeoMtLTy  far  the  maintenance  of  city  property,  including  additions,  alten- 
tioDB  and  improvements  to  ao  amount  not  exceeding  in  any  case  one  thousand 
dcdiare,  may  be  executed  by  day  labor  or  by  contract;  but  work  of  origiiial  o«i- 
Btruotion  and  additiona,  alterations  and  imprarements  costing  in  any  case  more 
than  one  thousand  dollars  shall  be  let  out  by  contract."  The  tendency  in  pro- 
gnasJTe  American  cities,  as  in  progreeeiTe  European  cities,  is  decidedly  toward 
dimot  woA  by  the  ci^  instead  of  indirect  woi^c  through  contract.  The  autlior 
arguu  that  t^ere  is  greater  danger  in  the  city's  doing  public  work  directly  than 
in  doing  it  under  the  contract  method.  But  the  experience  of  other  cities  and  the 
judgment  of  most  progreeaive  city  workers  is  distinct^  againet  this  conclusion. 
Again,  Mr.  Matthews  provides  that  nominations  to  ofGoe  may  be  made  only  by 
a  petition  aigjied  by  3  per  cent  of  the  total  votes  cast  at  the  {neceding  city  eteeUon, 
a  number  that  is  much  higher  than  is  usually  found  in  cbart«n.  The  duties  of 
all  the  departments  of  the  city  are  specified  in  six  pages  of  the  charter  while  twelve 
pages  are  devoted  to  restricting  in  greatest  minutia  the  powers  of  the  city  ovw 
public  ownership  and  operation  of  profitable  enterprises. 

Cltdb  Ltndon  King. 
[TniMrmly  »/  Petmat/lvania. 

MrrcBBLL,  Wbsut  Claib.    Butineas   CydM,    Pp.   xviii,    610.    Frioe,   15.00. 

Betkeley:    University  of  California  Press,  1913. 

A  monimiental  worii  of  over  mx  hundred  pages,  this  book  undertekee  a 
quantitative  method  of  investigation  into  the  causes  of  the  rhythm  of  business 
activity.  If  the  statistical  method  as  such  is  not  new  in  this  connection,  it  is  at 
least  unique  here  in  the  extent  of  its  application. 

Following  a  brief  review  of  former  explanations  of  business  cycles  which 
he  finds  to  be  only  partial  explanations  or  expUnations  of  but  one  of  a 
number  of  complex  factors,  the  author  makes  a  detuled  study  of  the  annals  of 
busfnees  from  1890  to  1911.  This  period  is  chosen  because  of  our  great«r  knowl- 
edge of  recent  business  and  financial  history  and  because  of  the  greater  accuracy 
at  the  statistical  data  of  nuHe  recent  yeara. 

The  plan  of  the  bo4^  makes  possible  its  use  by  the  ec<Miomic  theorist,  who 
wishea  to  study  it  in  great  detail,  or  by  the  business  man  ca  general  reader  who  ts 
imteraoted  only  in  conclusionB.  The  gist  of  the  conchimons  on  the  caums  of  busi- 
IMM  cjrdes  is  presented  in  the  last  of  fourteen  chapters.  In  fuller  detail,  the  same 
results  are  given  in  chapters  ten  to  thirteen,  while  the  statistical  materials  and 
methods  used  are  i^ven  in  part  two,  Including  chapters  four  to  nine. 

The  oontroDing  factor  in  economic  activity,  according  to  the  author,  is  the 
quest  of  money  profits.  Throu^  differences  in  cost  prices  and  consumers'  prices, 
the  business  man  is  enabled  to  obtain  a  mi^iey  profit.  The  bumness  ojrale  com- 
prises a  swing  from  prosperity  to  crisis,  from  crisis  to  depression,  and  f  nMQ  de- 
presdon  again  to  prosperity.  Prosperity  b^ina  by  a  revival  of  bunness  activi^, 
a  rise  in  prices  and  an  increase  in  profits  either  because  costs  nse  slowly  in  04ua- 
paiison  witik  the  physical  volume  of  business  or  because  oosts  lag  behind  Belling 
prices.  At  the  apex  of  prosperity  the  business  man's  endeavor  lies  not  in  imme- 
diate profits,  but  in  the  maintenance  of  solvency.  Tbrou^  increanng  costs  and 
tension  on  the  money  maAets,  laospeotive  profits  decline,  business  credit  is 
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1,  and  a  period  of  liquidation  b^iiu.  BuaiuGBS  is  reduced  in  volumei 
jnioM  UU,  prices  and  costs  are  readjusted  and  depresBion  prqMiea  the  way  for 
utother  period  of  prosperit;. 

Undoubtedly  rae  of  the  valuable  fettturea  of  this  book  is  the  wealth  of  sta- 
tistioal  materials  upon  which  the  autJuir'B  analysis  tests.  As  he  himseU  states 
(p.  670):  "The  case  for  the  present  theory  .  .  .  sitd  also  the  ease  against 
it,  is  to  be  found,  not  in  the  summary  .  .  .  but  in  the  difficult  chapters  irtkich 
pnoede  (rii.  the  statistical  data)."  The  data  here  iveeented  furnish  excellent 
material  for  class  putposes  or  for  independent  investigattus  in  studying  the  fluo- 
tuationa  of  eccHtomic  activity,  and  for  testing  quantitatively  this  or  other  theories. 
BsDCK  D.  MnMnTT. 
UniMTtily  of  Pennsylnanta. 

UuNBTaBBi!Ra,Hiiao.  PajKAoIivy  and  Social  iSantiy.    Pp.  ix,320.    Price,  $1.28. 

New  Yoib:    Doubleday,  Page  and  Company,  1914. 

This  colleotJon  of  essays  is  the  latest  product,  nve  of  course  for  The  War  and 
Amtriea,  of  the  tireless  pen  of  the  distinguished  German  American  professor  at 
Harvard.  It  seems  to  him,  as  the  preface  states,  "a  particular  duty  of  the  pey- 
ohologist  from  time  to  time  to  leave  his  laboratory  and  with  his  Uttle  contribu- 
tion to  serve  the  outside  interests  of  the  community."  Some  "characteiistio 
topics  of  social  discussion"  ore  selected,  to  be  "solved"  by  psychology;  the  sue- 
oeeding  chapter  headings  are :  Sex  Education,  Socialism,  The  Intellectnal  Under- 
world, Thought  Transference,  11m  Mind  of  the  Juryman,  Efficiency  on  the  Form, 
Social  Sins  of  Advertinng,  The  Mind  of  the  Investor,  Society  and  the  Dance,  and 
Naive  I^ychology. 

With  r^ard  to  the  sex  problem,  the  author,  perversely  enough,  advocates 
earnestly  in  tiie  preface  "the  policy  of  silence,"  and  forthwith  proceeds  to  violate 
that  policy  harshly  in  some  sixty-eight  pages.  Discussion  of  the  questions  of 
sex,  taken  up  by  the  drama,  treated  in  mnpi.^no  Uterature,  or  involved  in  the 
edncaticm  of  boys  and  girls,  he  feels  is  fraught  with  the  gravest  danger.  More 
thorough  knowledge  of  sex  will  mean  simply  increased  desire  and  calculated 
rinsing.  Certainly  it  is  just  to  say  that  such  an  obscurantist  plea  for  the  efficacy 
of  total  deisavity  doctrine  and  such  a  defense  of  mystical  belief  and  ignorance, 
is  not  far  short  of  sheer  indiscriminate  reaction  in  this  time  of  knowledge  and 
discussion.  Moreover,  the  essay  seems  to  reflect  a  wilful  refusal  to  consider 
objective  facts  impartially;  this  alone  would  ne^tive  any  claim  for  its  conodera- 
tion  OS  a  contribution  to  social  science. 

Nor  does  the  long  chapter  on  Socialinn  deserve  comment  except  as  reflecting 
upon  the  autluv's  limitations  as  a  sociologiBt.  Here  Profenor  M&nsterberg,  the 
platitudinous,  dispmses  ancient  commonplaces  about  incentives  and  ideals  and 
hapinnesB.  Such  writing  con  scarcely  be  voy  effective  in  cwnbating  the  dainis  of 
Socialism.  He  seems  not  at  all  to  understand  the  vital  social  and  economic  issues 
presented.  Indeed,  it  is  rather  futile  to  attempt  to  apply  the  ideas  of  individual- 
istic psychology  to  group  relations,  where  the  broader  critical  analysis  of  social 
pajvhology  is  needed.  Agun,  to  take  another  instance,  The  Mind  of  the  Juiy- 
maa  is  of  interest  as  revealing  the  possible  scientific  catastrophe  which  may  follow 
upon  Uiia  utilisation  trf  the  laboratory  method  of  intraq)ective  pqrohology  to 
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■ettle  social  queetions.  In  ft  littk  Harvard  experimetit  to  det^mine  the  efficacy 
of  the  jury  system,  which  involved  «  prtxxm  of  diacunioii  and  persuaaiDn  witit 
tegard  to  the  number  of  dots  on  pieces  of  cardboard,— with  male  gtudente,  52  pa 
cent  of  the  fint  votes  were  ascertained  to  be  correct,  and  78  per  cent  of  the  final 
votes.  But,  alaa,  with  the  poor  female  students  only  45  per  cent  of  the  first 
votes  were  ri^t,  and  the  proportion  of  coirect  votes  remained  unchanged  to  the 
last.  Upon  this  slender  thread  of  evidence  the  following  remarkable  and  naively 
impartial  social  conclusion  is  reached  at  the  end  of  the  essay:  "The  psychologist 
has  every  reason  to  be  satisfied  with  the  jury  ByBt«m  as  long  as  the  women  are 
kept  out  of  it."  The  impulse  to  quote  altuig  with  this  statranent  these  delightful 
words  from  the  preface  is  irreaistible:  "If  some  may  blame  me  for  overiooking 
the  problem  of  suffrage,  I  con  at  least  refer  to  the  chapter  on  the  jury,  which  comes 
quite  near  to  this  militant  question." 

In  EfBciency  on  the  Farm  the  author  makes  out  a  case  for  the  much-abused 
farmer,  and  shows  the  need  of  applying  tests  of  scientific  efficiency  to  fanners  and 
agricultural  life,  similar  to  those  now  used  with  worldngmen  in  industry.  Social 
Sins  of  Advertising  points  out  convincingly,  with  clever  and  justifiable  use  of 
laboratory  experiment,  the  psychological  mistake  that  commercialism  has  made 
in  mixing  advertising  material  with  the  written  word  in  our  magasines.  The 
Mind  of  the  Investor,  while  not  a  startlingly  original  contribution,  is  a  worth- 
while study  of  cotain  mass  phenomena.  Society  and  the  Dance  is  one  of  the 
beet  of  the  essays.  The  author  shows  a  very  considerable  knowledge  of  the  dance, 
and  as  well  a  discriminating  appreciation  of  its  social  influence  and  aesthetic 
possibilities. 

In  the  remaining  chapters,  Thought  Transference,  The  Intellectual  Under- 
world, and  Naive  Psychology,  Professor  MOnsterfoerg  is  quite  at  home  in  his 
chosen  and  reput«d  field  of  popularising  the  fascinating  material  of  abnormal 
p^chology  and  of  shattering  popular  misunderstandings  and  superstitions. 
Like  all  of  the  professor's  many  hooka,  this  volume  h(4ds  the  reader's  interest  by 
the  very  nature  of  its  appeal;  it  wiD  be  widely  read.  The  ingenious  experiments 
of  the  professor  and  lus  deductions  are  most  attractive ;  but  it  would  be  a  mistake, 
of  course,  to  take  too  seriously  the  rather  extravagant  claim  of  the  preface  with 
regard  to  the  solution  of  complex  social  pfoblems. 

Francis  Tyson. 
UniveriUj/  qj  PUUburgh. 

Phillips,  WaittoAubom.  Tha  Cot^edtnUion  of  Europe.  Pp.  xv,  31fi.  Price, 
t2.fiO.  Nov  YoA:  Langmoni,  Green  and  Company,  1914. 
Tba  confederation  of  Europe  is  of  particular  interest  at  a  time  when  the  world 
is  becjnning  to  ask  itself  what  guarantees  erf  peace  ore  possible  after  the  outcome 
of  tl»  [Heaent  struggle.  One  or  other  of  the  great  alliances  of  European  poweis 
mil  find  itself  in  a  position  somewhat  analogous  to  that  of  the  allies  after  the  down- 
fall of  Napoleon.  Mr.  Phillips'  hook  traces  in  some  detail  the  efforts  made  at  that 
time  to  erect  the  alliance  into  some  sort  of  permanent  European  confederation. 
He  points  out  that  all  such  efforts  failed  because  there  were  such  widely  different 
and  sharply  eonfficting  systems  of  government  represented  within  the  several 
■tatea  that  composed  the  union,  and  he  adopts  the  attitude  that  evm  today  the 
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same  diepaiity  between  the  pditical  inatitatioiu  and  ideM  of  different  nati<HU 
would  effeetualfy  fruBtr&te  any  general  oonfeder&tioD.  He  reoogniies,  howem, 
thkt  without  such  an  attempt  the  Hague  Conference  would  hare  been  imponible, 
and  he  also  credits  it  with  having  given  added  aanctitm  to  intematHOa]  ktw. 
In  an  introductory  chapter,  the  author  traces  the  chief  efforts  at  European  con- 
federation from  the  Grand  De«iga  of  Heniy  IV  of  Fraace  onward,  eatabEdung 
the  fact  tiuA  each  in  turn  grew  out  of  a  former  effort  and  that  none  would  havs 
been  attempted  without  the  preoeding  steps.  In  this  way  he  views  the  whole 
history  of  such  movements  as  an  entity,  the  last  step  in  which  was  the  establish- 
ment of  the  Hague  tribunal. 

Mr.  PhUlipe  gives  special  prominence  to  Castlereagh,  and  goes  far  towards 
correcting  the  shallow  judgment  of  that  statesman,  which  has  penisted  to  our 
own  time.  The  disaussion  of  the  geneais  of  the  Monroe  Doctrine  is  particular 
intereoting  to  Americans.  The  author  calls  attention  to  the  apparent  incon- 
sistency that  this  famous  instrument,  formulated  for  the  express  purpose  ot 
frustrating  the  altruistio  and  idealistic  conception  of  a  worid  confederation  to 
regulate  the  family  of  nations,  has  become  one  by  yriaob  we  ourselves  claim  the 
right  of  isterventiu). 

The  fascinating  and  unfortunate  Alexander  I  is  depicted  more  sympathetie- 
ally  than  is  usual  at  the  hands  of  an  English  author.  While  clearly  demonstrating 
tiiat  the  T^e''"**  attitude  of  opposition  to  the  confederation  was  the  only  sound 
and  practical  oue,  Mr.  Phillips  insists  that  Alexander  was  both  sincere  and  persist- 
ent  in  his  (dfort  to  bring  about  a  successful  confederation  at  first  of  Europe  and 
later  of  the  whole  world. 

It  is  unfortunate  that  Mr.  Phillips  has  at  times  not  drawn  a  clear  distinction 
between  the  Holy  Alliance  and  the  Quadruple  and  Triple  ADiancee.  The  effec- 
tiveness of  the  book  is  also  marred  by  long  quotations,  but  the  theme  is  interest- 
ing, and  the  kssons  to  be  teamed  from  the  facts  pointed  out  ought  certainly  to 
be  well  considered  before  we  attempt  to  deal  with  the  problem  of  world  peace. 
Paul  Lakbert  WarrB. 
UniMnOi/  Off  Pmrntyhtmbi. 

Stockton,  Chabias  H.    OuiUriei  of  Intemalional  Law.    Pp.  xvii,  616.    Price, 

S2.50.    New  York:  Charles  Scrilmer'e  Sons,  1914. 

The  author  of  this  volume  has  long  been  recognised  as  an  authority  on  inter- 
national law,  and  this  is  not  the  first  book  which  he  has  given  to  the  public.  He 
wss  one  of  the  two  American  delegates  to  the  London  Naval  Conference  in  1909. 
His  knowledge  of  the  laws  and  usages  governing  maritime  warfare  is  especially 
full  and  accurate.  The  entire  volume  is  written  with  a  cleamees,  ooncisoieai, 
and  directness  of  style  well  befitting  a  textbook  for  the  average  be^nner  cj  the 
subject. 

As  regards  arrangement  and  method  of  treatment,  the  volume  presents  noth- 
ing striking  or  new.  It  is  a  te^rtbook  rather  than  a  treatise,  and  the  statement  of 
rules  occupies  more  space  than  the  discussion  of  principles.  There  are  five 
appendices,  containing,  among  other  documents,  the  Declaration  of  Londoo, 
together  with  the  general  report  presented  to  the  conference  on  behalf  of  its 
drafting  committee,  and  the  proclamation  of  neutraUty  issued  by  Resident  Wil- 
son at  the  beginning  of  the  {»«Mnt  war. 
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Following  the  praotioe  erf  Oi^tenheim,  WQeon,  aad  other  recent  writers  on 
intemation&l  Uw,  Admiral  Stockton  has  embodied  in  the  text  extensiTe  quotations 
from  the  various  Hague  conventions  and  a  large  part  of  the  Declaration  of  London. 
In  view  of  the  indefinite  statue  of  the  Hague  conventions  and  of  the  Declaration 
of  London,  theembodiment  of  their  rules  in  a  textbook  appears  to  be  unfortunate. 
As  to  the  status  of  the  Hague  conventions  during  the  present  war  even  govern- 
ment officials  seem  to  be  hopelessly  at  sea,  while  it  has  been  conceded  b;  all  parties 
that  the  Declaration  of  London  as  such  is  not  now  in  force.  It  is  true,  of  course, 
that  the  Declaration  represents  an  attempt  on  the  part  of  a  conference  of  experts 
of  wide  tepntaticm  and  unquestioned  ability  to  codify  the  existing  rules  of  inter- 
national law  relating  to  maritime  warfare,  but  on  some  points  where  T^gtinh  and 
Amerioan  ivactiae  was  widely  at  variance  with  that  of  the  ctmtinental  Powers, 
tite  framers  of  the  Declaration  undertook  to  lay  down  definite  rules,  and  the  rules 
ao  laid  down  have  not  been  agreed  to  by  all  the  powers.  The  Declaration,  there- 
fcre,  carries  with  it  merely  the  authority  of  the  del^ates  who  participated  in  the 
otmferttice,  and  not  neceaaarily  the  sanction  of  the  powers  they  re[n«aented. 
In  view  of  the  wholly  unexpected  developments  of  the  present  war,  it  seems  likely 
that  the  rules  <rf  maritime  warfare  will  have  to  be  again  thoroughly  revised.  The 
[sesent  volume,  as  well  as  several  other  recent  textbooks  which  are  made  up  ao 
largely  of  concrete  statements  of  rules,  will  in  all  probability  be  rendered  entirely 
obsolete,  irtiereas  many  of  the  older  treatises  dealing  more  largely  with  the  di»- 
cuadon  of  fundamental  princqiles  and  cases  will  always  possess  a  certain  value. 

John  H.  LaTAni. 
Johni  Bopkina  Unieeraity. 

ToDT.T.F.    The Plao» of iheBeiffrDtf Edward IlinSH^ithSidon/.    Pp.XTi,421. 

Price,  $3,50.    New  York:  Longmans,  Green  and  Company,  1914. 

The  traditional  conception  of  Edward  II,  Professor  Tout  leaves  unaltwed. 
'"Hiere  is,"  he  says,  "little  fresh  to  be  said  as  to  the  personal  deficiencies  of  the 
unlucky  Edward  II"  (p.  9);  but  the  commonly  accept«d  dtdum' of  Stubbs 
concerning  the  reign,  that  "outside  of  the  dramatic  crisis  it  may  be  described  as 
exceedingly  dreary"  (CAnmicIuq^lAaJiei^rHqfEdwanl/  aruf£<Jwird //,  II,  Ixxv}, 
ProfesBor  Tout  refutes  once  for  all.  The  opinion  of  the  bishop  of  Oxford  reflects 
accurately  enough  the  impression  created  by  the  narrative  and  documentary 
sources  which  had  been  printed  when  his  opinion  was  formed,  if  they  be  studied 
from  the  standpoint  that  by  far  the  most  important  institutional  development 
of  the  period  was  that  of  parliament.  Professor  Tout  has  gone  far  behind  theee 
sources  and  has  dug  deeply  into  the  mass  of  unpublished  manuscripts  writtea  by 
clerks  of  Edward's  chancery,  exchequer,  and  wardrobe.  He  looks  at  the  reign 
through  the  medium  of  these  records  and  oonchides  that  it  was  a  turning-point  irf 
fundamental  sigoifioance  in  the. administrative  history  of  the  latter  middle  ages. 
To  the  establishmeiit  of  this  point  of  view  he  devotes  the  major  portion  of  his  book. 

As  a  preliminary  to  the  administrative  history  of  Edward  II's  reign,  Professor 
Tout  describee  the  system  which  Edward  II  inherited  from  his  father.  His 
chapter  on  this  subject  is  intended  only  as  a  sketch;  neverthelees  it  cmtains  the 
best  survey  known  to  me  of  the  administratiTe  machinery  of  the  chancery,  ex- 
chequer, and  wardrobe  as  it  existed  at  the  akwe  <rf  the  thirteeoth  oeotury  and  the 
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only  elear  Bt&tement  of  the  leUtkas  ol  the  wardrobe  to  the  otbtx  two  departmoila. 
lite  wardrobe  wae'a  well  ta^uiued  department  of  the  houaebold  which  diiplicat«d 
in  part  the  functiona  of  the  ohancary  and  the  exchequer,  the  two  great  depart- 
mente  of  atate.  The  existence  of  the  wardrobe  may  be  ex(dained  partly  by  the 
customary  lack  of  orgaiusatioa  common  in  mediaeval  administrative  syst«ni. 
But  there  was  another  reoaon.  By  the  time  d  Edward  I  the  exchequer  and  the 
ohaucery  practically  were  independent  ct  the  houaehold  and  consequently  subject 
more  easily  to  influence  from  the  barms  irtieu  tJiey  might  attempt  to  6beck  the 
royal  power.  The  officials  of  the  wardrobe,  on  the  other  hand,  were  still  in  close 
perwHial  contact  with  the  king  and  more  likely  to  be  amenable  to  his  wiD.  The 
significance  of  this  distinction  becomes  i4)parent  at  (mce  when  Profeeaor  Tout 
deals  with  the  baronial  activities  of  the  reign  of  E!dward  II.  Tikis  he  does  at  some 
length,  largely  from  the  viewpoint  of  the  personal  changes  wrought  in  the  office* 
of  state  and  household.  Old  evidence  is  weighed  in  this  new  balance  and  com- 
bined with  much  new  material  to  yield  a  story  of  these  struggles  more  intelligible 
and  more  interesting  than  any  previously  told.  It  appears  obvious  that  the 
ordainers  understood  the  neceeaity  of  controlling  the  household  as  well  as  the 
offices  of  state,  if  any  progress  ^rere  to  be  made  with  reform.  They  had  little 
success,  however,  and  it  was  only  after  Pembroke's  middle  party  had  gained 
power  in  1318  that  any  extensive  changes  were  made  in  the  personnel  of  the 
household.  With  the  triumph  of  the  middle  party  there  be^n  also  an  attempt 
to  reorganiie  the  household  □□  an  extensive  scale.  This  effort  was  continued 
despite  the  reaction  of  1322  and  was  accompanied  thereafter  by  a  reform  of  the 
exchequer.  "The  result  ....  was  to  establish  the  royal  household  as  it 
existed  for  the  rest  of  the  middle  ages,  and  in  most  respects  aa  it  continued  until 
Burke's  economical  reforms  in  1782"  (p.  167).  ' 

The  chief  reforms  accomplielied,  as  Profeenor  Tout  deecribee  them,  were  in  the 
direction  of  delimitation  and  difTerentiaticn  of  functicHiB.  Because  the  ordaineia 
objected  to  the  control  of  the  privy  seal  by  the  controller  of  the  wardrobe,  Edward 
somewhat  unwillingly  allowed  the  aiqwintment  of  a  keeper.  The  office  of  the 
privy  seal  thus  created  became  a  sub-department  of  the  household  separate  from 
the  wardrobe,  and  »o  was  begun  the  development  which  ultimately  removed  the 
privy  seal  from  the  household  entirely  and  made  it  like  the  great  seal,  a  seal  of 
state.  Before  this  evolution  had  been  accomplished,  however,  a  new  personal 
seal  had  made  its  appearance.  For  the  purpose  of  eluding  the  baronial  attempt 
to  secure  control  of  the  finances  for  the  exchequer,  Edward  II  revived  the  chamber 
which  had  long  been  dormant.  It  became  virtually  a  royal  privy  purse  inde- 
pendent of  the  exchequer  and  a  secretarial  department  of  the  household  in  pos- 
session of  a  secret  seal  distinct  from  the  privy  seal.  The  wardrobe,  on  the  other 
hand,  had  its  activities  limited.  The  revival  of  the  chamber  and  the  separation 
of  the  privy  seal  deprived  it  of  many  powers  and  the  household  ordinances  of 
131S  and  1323  ended  its  supervision  of  several  outlying  offices  («.;.,  the  great 
wardrobe  and  the  butlery}  by  making  them  account^Ie  directly  to  the  ex- 
chequer. This  was  the  beginning  of  a  decline  which  befora  the  end  of  the 
century  had  made  the  wardrobe  actually  the  "wardrobe  of  the  king's  house- 
hold." In  the  ohaaoery  Profeasor  Tout  finds  fewer  changes  than  elsewhere,  ' 
The  innovations  in  the  exehequer  which  occupy  his  attention  chiefly  were  in 
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the  methodfl  of  traiusBcting  buNDses  and  keeping  aocoivitB.  Here  aa  in  the 
household  he  aeee  an  important  tunung-pomt. 

Then  is  little  doubt  that  Profeflsor  Tout  has  establiBhed  hit  main  theaia.  It 
may  be  true  th&t  he  has  atreased  too  much  the  importance  of  aome  administrative 
changes  of  Edward  II's  reign.  The  reforma  of  the  exchequer  of  Edward  I,  for 
example,  were  probably  more  important  relatively  in  oomparison  with  those  of 
Edward  II  than  may  be  gathered  from  Profeasor  Tout's  statement.  Final  judg- 
ment must  be  withheld  until  we  have  a  fuller  knowledge  of  the  administrative 
system  as  it  existed  both  before  and  after  the  reign  of  Edward  II  than  the  chrono- 
logical limits  of  ProfesBor  Tout's  present  work  permit  him  to  furnish  us.  Doubt- 
less his  promised  study  on  the  history  of  the  wardrobe,  chamber,  and  small  seals 
will  supply  the  eesentiol  detailed  evidence.  But  though  further  reaearoh  may 
alter  the  emphasis  placed  on  some  aspects  of  the  subject,  it  is  not  likely  to  affect 
materially  the  conclusion  that  the  reign  of  Edward  11  is  "the  point  in  which  the 
marked  differentiation  of  what  may  roughly  be  called  'court  administration'  and 
'national  administration'  first  became  accentuated"  (p.  vii). 

Profeasor  Tout  maintains  further  that  the  leign  of  Edward  II  is  of  prime  aig- 
tUfieonce  in  several  other  fields  of  development.  His  beh'ef  that  "the  ineffective- 
ness of  Edward  II's  reign  made  permanent  the  constitutional  machinery  of  the 
reign  of  Edward  I,  and  so  be^an  that  differentiation  between  English  and  French 
history  which  certainly  did  not  exist  under  Edward  I,  but  was  clearly  evident 
under  Edward  III"  (p.  33)  receives  illustration  in  the  chapters  devoted  primarily 
to  administrative  history.  Two  final  chapters  are  concerned  with  external  and 
ecclesiastical  pohcies;  warfare,  and  social  and  economic  conditions.  These  sub- 
jects are  passed  over  summarily  mainly  by  way  of  suggestion,  although  room 
is  found  to  give  to  the  staple  and  to  the  relations  of  Clement  V  to  Gascony  the 
most  complete  treatment  they  have  yet  received.  The  conclusions  stated  here 
are  for  the  most  part  more  tentative  in  character.  In  a  field  such  as  the  relations 
between  England  and  Scotland  the  main  facts  are  perhaps  sufficiently  well  known 
to  render  unnecessary  the  production  of  new  evidence  before  making  deductions, 
but  such  a  topic  as  the  nature  of  the  relations  between  England  and  the  papacy 
cannot  be  settled  till  we  have  much  more  evidence  than  Professor  Tout  offers. 
These  chapters,  however,  were  written  rather  with  the  hope  of  stimulating  others 
to  enter  profitable  neglected  fields  of  investigation  than  with  the  intention  of  at- 
tempting a  thorough  survey  (p.  205),  and  for  this  purpose  they  are  well  adapted. 

The  book  is  supplied  with  two  long  appendices  which  contain  a  reliable  text 
of  the  household  ordinances  of  1318  and  1323  and  an  invaludile  list  of  the  holders 
of  administrative  and  judicial  offices  during  the  reign.    There  is  also  an  ample 

Thv  extent  of  Profeasor  Tout's  contribution  cannot  be  measured  solely  by  the 
number  of  new  facts  be  has  presented,  great  as  that  number  is.  His  is  a  pioneer 
work  of  exceptionally  high  quality.  He  has  not  only  biased  a  broad  trail  into  a 
neariy  virgin  forest;  but  he  has  also  indicated  numerous  bypaths  which  may  be 
followed  by  others  to  fertile  but  uncultivated  fielde,  and  he  has  harvested  a  bounti- 
ful crop  in  the  large  clearing  which  he  has  made  for  himself.  He  has  made  it 
impossible  longer  to  ignore  the  gr«at  port  played  by  the  administrative  organs  in 
the  development  of  the  T'^^h'''''  cowtitutMHi  of  the  later  middle  ages.    And  not 
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the  Inst  ot  hii  accomplithmenta  ia  to  zescue  tlie  reign  td  Edward  II  bom  the 
tmdeMrved  poaitioii  of  comparatiTs  iungnificance  which  it  has  hitherto  occiqiied. 

W.  E.  LuMT. 
Cornell  Umeernty. 

ViDDBB,  Henry  C.     The  Go«pel  of  Jtmt  and  the  Probleyiu  of  Democney.    Pp. 

ix,  410.    Price,  Sl.SO.    New  York:  The  Macmillaii  Company,  1914. 

This  ia  an  interpretation  of  the  message  of  Jems  to  the  twentieth 
century.  The  author  discusses  in  the  light  of  a  "reconatructod  theology"  the 
problem  of  social  justtoe,  the  woman  problem,  the  problem  of  the  child  and  the 
[ffoblenui  of  the  «lum,  vice,  crime,  dise&ae,  poverty  And  lawlessness.  The  treat- 
ment of  each  topic,  though  neceaaarily  brief,  is  brought  down  to  date.  The  style 
is  vigorous  and  popular.  There  ia  no  uncertainty  in  Dr.  Vedder'e  mind  as  to 
what  the  attitude  of  Jesus  would  be  toward  any  of  the  above  problems  nor  is 
the  reader  left  in  doubt  as  to  what  the  author  conaden  that  attitude  to  be. 
There  is  so  much  that  is  splendid  about  the  broad  social  spirit  that  pervades 
the  book  and  so  much  that  reveals  a  sincere  and  dauntleas  effort  on  the  part  tA 
Dr.  Vedder  to  give  us  a  new  glimpse  of  a  vitalised  Qmstianity  that  one  regrets 
to  detract  from  the  nkcrits  of  the  undertaking.  One  wishes  that  certain  passages 
of  which  the  following  is  illustrative  showed  a  firmer  grasp  of  the  science  of 
economics:  ".  .  .  when  all  forms  of  profit,  and  especially  rent,  dividends 
and  mterest,  will  be  recognized  as  profoundly  immoral,  since  all  alike  violate  the 
law  'Thou  sbolt  not  steal.' "  A  little  more  clear  thinking  and  a  little  less  dogma- 
tism on  sucb  an  economic  question  as  the  justification  of  interest  which  is  at 
least  debatable,  would  hare  given  Dr.  Vedder's  main  meesage  greater  weight 
with  many  people  equally  interested  with  him  in  the  common  welfare. 

Again  to  no  advantage  the  author  alienates  anotiier  group  of  readers  by  so 
sweeping  a  statement  as  that  "It  is  estimated  that  91,500,000,000  is  spent  by 
the  business  worid  every  year  in  advertising,  of  which  every  cent  is  economic 
waste.  .  .  . "  The  wast«  of  advertising  is  so  enormous  that  there  is  no  excuse 
for  stating  that  the  waste  amounte  to  100  per  cent  when  most  students  of  the 
subject  agree  that  advertising  which  is  educational  serves  a  truly  social  purpose. 

Despite  the  above  shortcomings  which  have  arisen  from  a  blind  adherence  to 
the  economics  of  Karl  Marx,  the  book  is  well  worth  reading.    It  has  the  merit 

of   nhnllanging   thought. 

Frajik  D.  Watson. 
Haaerford  Co&egt. 

Wallas,    Grahau.     The   Great   Societs.    Pp.    xn,    383.    Price,   S2.00.    New    . 

York:    The  MacmiUan  Company,  1914. 

This  book  is  a  ctmipanioit,  and  in  some  particulars,  a  sequel  te  the  author's 
Human  Nalvre  in  Potitiet  published  in  1908.  In  this  volume  the  broader  scope 
of  social  organisation  is  reviewed  on  its  psychological  side.  It  is  an  attempt  to 
analyse  collective  human  behavior  within  the  tremendoudy  complex  oonditjons 
of  The  Ortat  Soei«tj/—&  term  used  to  describe  our  interrelated  and  interdependent 
social  life  created  by  the  industrial  rertdution  as  contrasted  with  the  simi^ 
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fomui  of  society  prior  to  the  nineteenth  century.  Social  psyohology  bo  fax, 
the  author  feels,  hM  dealt  merely  with  collective  social  phenomena.  It  must  go 
farther  and  apprehend  a  complexity  never  before  realised.  With  lees  acute  brains 
and  lesB  retentive  memoriee  than  the  Greeks,  we  must  attack  a  problem  "ten- 
thousand-fold"  more  complex.  Modern  Booial  development  has  "drifted"  long 
enough.  It  ia  now  creating  forces  that  must  be  "  controlled, "  and  the  fint  ele- 
ment of  control  is  an  adequate  comprehension  of  the  problem.  It  is  not  a  littie 
disconcerting,  however,  to  learn  that  "the  influence  of  the  professed  payehtdogiBta 
upon  either  sociological  writers  or  the  practical  politicians  has  been  curiously 

In  the  earlier  chapters  the  author  discunes  the  function  of  social  psychology 
as  the  analysis  of  "dispoidtions,"  as  the  inherited  type  facts  of  social  conscious- 
ness and  their  relation  to  instincts  and  intelligence.  "Human  nature"  is  the 
sum  total  of  human  dispositions.  Every  individual  through  oi^anic  heredity 
begjns  with  innumerable  psychological  tendencies  which  from  the  moment  of 
birth  are  modified  by  acquired  experiences.  If  this  concept  brings  us  perilously 
near  determinism  we  are  reminded  that  "throughout  the  history  of  mankind  and 
in  every  branch  of  science,thoae  who  have  really  advanced  our  knowledge  of  causes 
and  effects  have  felt  their  energy,  and  even  their  sense  of  'freedom,*  to  be  increased 
rather  than  paralyzed  by  what  they  have  learnt."  This  fearless  pursuit  of  the 
laws  of  social  action  seems  hardly  to  accord  with  the  proposition  that  '"nie  pur- 
pose of  social  psychology  is  to  guide  human  action."  One  may  ask  whether  it  ia 
the  business  of  any  science  to  guide  or  contrd  the  phenomena  it  describes.  We  are 
inclined  to  agree  with  Pearson  in  his  Orammar  o]  Soma  that  the  business  of 
Boience  is  accurate  dtterijaion-  As  a  matter  of  fact,  the  value  of  the  present  vol- 
ume is  in  proportion  to  the  accuracy  with  which  it  describes  the  psychic  processes 
which  mould,  rather  than  control,  the  great  society. 

In  tracing  out  the  psychical  processes  in  the  social  complerity  of  tta  great 
society  due  to  habit,  to  motives  of  fear,  to  pleasure  and  pain,  to  love  and  hatred, 
to  tiiought  and  au^estibHity,  the  author  has  e:dubited  a  great  deal  of  keen  pene- 
tration that  will  help  to  make  clear  the  wider  value  of  psychology  both  for  the 
sociologiBt  and  practical  politician.  In  fact,  Uie  last  three  chapters  on  the  organi- 
aation  of  thought,  of  will  and  of  happiness  are  devoted  to  the  task  of  discovering 
how  far  the  existing  forms  of  social  organisation  may  be  improved  by  the  appli- 
cation of  the  laws  of  social  psychology.  This  is  the  task  of  the  constructive 
statesman  rather  than  the  professional  psychok^iBt.  It  is  not  always  the  case 
that  the  two  functions  of  scientist  and  statesman  are  so  happily  blended  as  they 
are  in  the  author  of  this  book. 

J.  P.  LiCBTBNBKRaEB. 
Uniorraily  of  Permty^nia. 

Walls,  Paul.  (Translated  by  Bernard  Miall.)  Botivia:  lU  Pet/pU  and  Jt» 
ResouTCts;  lit  Railmayi,  Minea,  and  Rvbbet^Forettt.  Pp.  407.  Price,  S3.00. 
New  York:  Chariee  Scribner's  Sons,  1914. 

This  book  presents  the  most  complete  account  and  the  best  interpretati<Hi  of 
Bolivia  that  has  been  written.  The  author,  sent  to  Bolivia  in  1911-13  by  the 
EVench  Ministry  of  Commerce  to  report  on  the  eoonomic  and  commercial  poasi- 
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bOitiea  of  the  Uml,  visited  [s«ctioally  nil  wctions  of  the  countiy  uad  hoa  given  an 
tkcootnit  of  preeeat-day  Bolivia  that  is  vivid,  origiiial  and  interpretive  a«  well  u 
infwmiag.  Since  the  chief  cause  for  the  tardy  devdopment  <rf  Bolivia  has  been 
the  lack  of  oommuiiicatioiifl,  not  only  with  the  outade  wmld  but  between  the 
wctionB  of  the  country  itself,  the  author  appropriate  cqxni  the  book  with  ehKp- 
tera  on  how  to  reacli  Bolivia,  desccibing  tbe  Tarioua  i»esent  and  proposed  routes. 
He  also  gives  later  in  the  book  ch^itos  on  Bolivian  traospOTt*tion,  mimntariung 
the  present  status  of  railroad  eonatruction  and  desoribing  the  waterway  facilitiea. 

Following  the  opening  oh^>ten  is  a  very  brief  hiatorical  and  geographical 
sketch,  then  five  duqitos  deocriptive  of  political  and  soaal  oonditionB,  the  army, 
Bnances  and  banks,  and  the  characteristics  and  customs  of  the  pe(q>le.  Four 
succeeding  chapters  give  detailed  desmptiois  of  the  provinces  and  their  economic 
tesourcea.  The  mining  industry  occupies  four  most  informing  eh^)tera,  partieu- 
lariy  thoae  concerning  gcdd,  silver  and  tin.  Here  ate  not  only  accounts  <rf  the 
nsoureee,  but  also  of  actual  mines  and  mining  conditions,  mining  laws,  problems 
4^  development,  costs  of  installation,  etc.  Industry,  agriculture  and  stock  raising 
ate  disposed  of  in  one  chapter  and  the  book  ends  with  an  account  erf  immigratioo 
and  ooloniiatioo.  Industries,  agricuHure  and  stock  raising  "are  as  yet  unborn," 
but  have  much  promise.  In  r^ard  to  inmugratiwi,  the  authw  shows  that,  for 
the  present,  tbe  need  is  small  and  the  opportunities  few  for  any  ezoept  artisaBS. 
I^rge  conceenma  of  land  can  be  obtained  cheaply,  but  th^  are  in  ranote  regions 
and  would  require  lai^  coital  for  their  development.  The  first  great  need  is 
the  development  of  means  of  transportaticn,  the  author  repeatedly  emphanses. 
"Tbe  populations  of  the  different  centers  are  as  yet  without  common  hopes  and 
aims,  and  know  nothing  of  that  cohesion  whidi  spells  stiength.  Each  region  Uvea 
and  depends  upon  itaelf,  in  isolation,  conserving  all  its  peculiariti«e  and  especially 
its  susceptibilities."  But,  the  author  optimistically  oootinues,  "thenatimismost 
certainly  entering  upon  a  period  of  intelleotual  and  economic  transformation.  Its 
industries  ore  being  developed,  and  its  wealth,  hitherto  almost  unexploited,  is 
daily  attracting  the  attention  and  cooperation  of  external  capital." 

The  book  is  fully  illustrated  and  contains  several  sketch  maps  and  diagrams. 
It  is  printed  in  uniform  style  with  the  otbar  volumes  of  tbe  Scribner  South  Amoi- 
can  Series. 

G.  B.  ROORBACH. 

UniverHty  of  Penmj/lvania. 

WHiTTEtr,  Robert  H.  Vtduaiion  of  PjMie  Serviet  CorpomtionM.  (Supplement.) 
Pp.  xxvii,  614.  Price,  S5.50.  New  York:  Banks  Publishmg  Company,  Iftl4. 
The  appearance  within  two  years  of  the  publication  of  Whittai's  Valuation 
of  Public  Senium  CorporaUona,  of  a  supplementary  volume  is  a  concrete  illustration 
of  the  rapid  development  of  the  subject  of,  and  of  the  literature  on,  the  valuation 
of  public  utilities.  National  and  state  railroad  commisaiona  and  numerous  pubUc 
service  companies  are  actively  engaged  in  maUng  valuations;  and  commissioneTa, 
attorneys  and  publicists  are  endeavoring  to  formulate  scientific  principles  and 
to  apply  them  with  "well  informed  judgment." 

Dr.  Wfaitten  states  that  "the  present  supplement  contains  the  numerous 
court  and  commissioa  decisionB  since  the  spaing  ot  1912,  and  also  a  furthn  devel' 
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opment  of  the  autbor'e  statement  of  the  legttl  and  economic  principles  of  valua- 
tion." The  method  of  presenting  the  subject  that  was  followed  in  volume  one 
has  been  continued  in  volume  two.  "The  court  and  commission  deoisions  are  ' 
srranged,  discussed,  and  fully  quoted  or  abstracted  according  to  the  method  that 
has  im»ved  convenient  and  practicable  in  the  origina]  volume."  As  those  who 
have  used  Dr.  Whitten's  volumes  are  aware,  the  chief  purpose  of  the  author  is  to 
present  briefly  the  substance  of  federal  and  state  commission  opinions  and  the 
decisions  of  the  courts.  This  makes  the  volumes  primarily  a  work  of  reference 
rather  than  a  text  or  treatise  in  the  ordinary  sense.  However,  in  oonsiderii^  two 
important  subjects  in  the  second  vi^ume,  "fair  value  for  rate  purposes,"  chapter 
two,  and  "cost-new  versus  cost-less-depreciation,"  chapter  eighteen,  the  author 
presents  his  own  views  and  gives  an  exposition  of  the  questions  at  some  length 
before  reviewing  the  commisuon  and  court  decisions.  More  of  this  plan  of  pres- 
entation would  add  to  the  readability  and  educational  value  of  the  book;  but 
every  man  must  do  his  own  work  in  his  own  way.  Dr.  Whitten  has  done  a  great 
work  and  has  published  two  volumes  that  every  serious  student  of  valuation  must 
needs  consult. 

Emobt  R.  Johnson. 
Vnivenity  of  Permsi/hania. 

WtLUAHS,  Charles  R.    RtOJterford  Birehard  Hayes.     (2  vols.)  Pp.  xxxiii,  1028. 

Price,  S7.60.    Boston:  Houston  Mifilin  Ompany,  1914. 

This  elaborate  bibliography,  comprising  two  substantial  volumes  of  soms  five 
hundred  pages  each,  presents  a  dignified,  substantial  and  reUable  record  of  the 
life  of  the  man  who  was  the  nineteenth  president  of  the  United  States.  The  first 
volume  covers  Hayes'  life  to  his  inauguration  as  President.  Some  one  hundred 
pages  deal  with  his  youth  and  student  days,  and  his  experience  as  a  lawyer  in  Cin- 
cinnati. The  remainder  of  the  volume  ia  about  equally  divided  between  an  ac- 
count of  hie  military  services  during  the  Civil  War,  hia  public  career  as  congress- 
man and  governor  of  Ohio  and  an  account  of  the  presidential  campaign  of  1876. 
The  second  volume  is  devoted  chiefly  to  the  history  of  lus  presidential  adminis- 
tration with  a  few  concluding  chapters  dealing  with  the  interests  of  hia  later  years 
and  a  discriminating  chapter  presenting  his  personal  characteristics. 

The  bit^raphy  is  distinguished  by  honesty,  straightforwardness  and  sminent 
fairness,  as  was  the  typical  American  character  which  is  its  subject.  The  author 
has  given  with  a  wealth  of  detail  an  accurate,  lucid  and  sympathetic  account  of 
all  the  matters  of  moment  in  both  Bayes'  private  life  and  public  career.  Mr. 
Williams  has  had  access  tp  all  of  the  Hayea'  pi^iera.  He  has  drawn  extensively 
from  such  original  material  as  his  diary,  hia  correspondence  and  that  of  his  con- 
temporaries, his  messages  and  speeches  and  other  state  papers  while  governor  and 
president,  as  well  as  from  the  files  of  leading  newspapers.  This  biography, 
tfaanfore,  BO  largely  based  upon  the  sources,  will  unquestionably  be  recognised 
as  final  latd  authoritative.  It  is  especially  through  the  copious  extracts  from  the 
diary  and  correspondence,  now  fitDt  published,  that  the  author  has  made  his 
chief  contribution.  From  these  quotatitms  we  gain  a  very  real  appreciation  of 
the  man,  an  insight  into  his  traits  of  character  and  an  intimate  knowledge  of  his 
thou^ts  and  reflections,  for  these  tatt«r  he  was  wont  to  commit  to  the  secrecy 
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(rf  hia  diary,  which  he  Bygt«tnaticaIIy  kept  from  hia  college  (Uys  to  the  end  of  his 
life.  like  the  diary  of  President  Polk,  published  »  few  years  since,  the  pages  of 
President  Hayes'  diary  will  aid  in  reconstructing  the  history  of  his  adniinistra- 
tion ;  moreover  they  reveal  the  real  character  and  fibre  of  the  man  and  his  opiuirai 
of  wany  of  bis  contemporaries. 

The  following  extract  from  his  diary,  while  a  senior  at  Kenyon  College,  reveals 
his  early  ambition  for  an  honorable  career  "My  lofty  aspinitional  cannot  ctmceal 
even  from  myself;  .  .  .  .  As  far  back  as  memory  can  carry  me  the  de- 
sire of  fame  was  uppermost  in  my  thoughts,  but  I  never  desired  other  than  hot- 
tn^ble  distinction,  and  before  I  would  be  damned  to  eternal  fame  I  would  deaootd 
to  my  grave  unknown.  The  reputation  which  1  desire  is  not  that  momentary 
eminence  which  is  gained  without  merit  and  lost  without  regret;  give  me  the 
popularity  which  runs  after,  not  that  which  ia  sought  for.  For  honest  merit  to  suc- 
ceed amid  the  tricks  and  intrigues  which  are  now  so  lamentably  common,  I  know 
is  difficult,  but  the  honor  of  success  is  increased  by  the  obstaclee  which  are  to  be 
surmounted.  Let  me  triumph  as  a  man  or  not  at  all"  (1,  22).  EittractA  from 
the  diary  during  the  next  few  years  show  his  marked  tendency  to  introspection 
and  self  examination,  as  well  as  the  bigb  ideals  he  set  before  himself  as  his  goal. 
Hayes  as  a  young  man  was  a  Whig.  Although  deeply  interested  in  the  for- 
tunes of  that  party,  he  took  no  active  part  in  politics  until  1851.  In  view  of  the 
banishment  of  wine  during  his  administration  from  the  White  House  entertain- 
ments, it  is  interesting  to  note  that  the  first  public  speech  which  Hayes  made  was 
a  temperance  address  in  1S£0,  and  that  his  first  political  address,  made  in  1851, 
was  in  opposition  to  the  plan  to  form  a  separate  temperance  party.  Hayes  was 
aroused  by  the  Kanaas-Nebraska  movement  abd  in  Igfi5  was  a  delegate  to  the 
state  Republican  convention.  In  the  presidential  campaign  of  the  next  year  he 
worked  with  great  ardor  for  the  new  Republican  party.  On  the  eve  of  the  elec- 
tion he  writes  "However  fares  the  cause,  I  am  enlisted  for  the  War."  These  words 
were  indeed  prophetic,  for  in  1861  he  enlisted  for  military  service,  refusing  a  colo- 
nelcy offered  to  him,  but  accepting  a  major's  commission,  preferring  to  earn  his 
promotion.  He  served  throughout  the  war,  participating  in  more  than  fifty 
engagements,  being  wounded  six  times,  always  displaying  personal  darii^,  self 
possession  and  efficiency.  Although  he  never  sou^t  promotion,  he  was  in  time 
advanced  to  a  brigadiar-geaerabhip  and  was  mustered  out  as  a  Brevet  major- 
Later  in  his  campaigns  for  Congress  and  for  governor,  Hayes  was  conspicuous 
for  his  championship  of  sound  money  and  civil  service  reform.  His  success  in 
thrice  being  elected  governor  of  Ohio,  as  weU  as  his  honorable  record  in  that  office, 
led  to  his  nomination  by  the  Republican  convention  of  1876  as  a  compromise 
candidate,  when  it  proved  impassible  to  nominate  one  of  the  more  brilliant  leaders 
of  the  opposing  factions  within  the  party,  llie  story  of  the  campaign  and  of  the 
diluted  election  is  presented  by  his  biographer  chiefly  from  the  point  of  view 
of  Hayes'  penxmal  relation  to  the  same.  His  attitude  was  dignified  throughout 
these  critical  days  and  contrasted  favorably  with  the  course  pursued  by  Mr. 
Tilden.  In  view  of  Mr.  Williams'  Democratic  aflSliations,  it  is  of  interest  to 
note  his  ooncluaion  as  to  the  BnHingH  of  the  Electoral  Commisaioa,  He  writes: 
"Ab  a  reeult  of  his  prolonged  study  of  the  conditions  and  contentions  of  the 
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time,  h«  is  thoroughly  oonvinced  that  in  the  final  orbitrameDt  easentiol  justice 
and  right  prevailed,  and  that  the  beat  iatereaU  of  the  country  in  all  its  parts  were 
served.  He  ventures  the  prediction  that  more  and  more  this  wiD  come  to  be  the 
judgment  of  impartial  historians"  (1, 491). 

Mr.  Willianw  shows  in  detail  bow  President  Hayes  met  and  dealt  with  the 
several  critical  situations  and  difficult  problems  that  coiifront«d  him  in  his  admin- 
istration. How,  in  spite  of  opposition  both  within  and  without  his  party,  he  suc- 
ceeded in  the  restoration  of  peace  and  home  rule  in  the  South,  in  substantially  ad- 
vancing civil  service  reform  and  in  the  resumption  of  specie  payments.  He 
emerged  from  a  prolonged  contest  with  Congress  successful,  alike  in  maintaining 
unimpaired  the  prert^atives  of  the  Executive  and  in  vindicating  the  ri^ts  of  the 
federal  govemmeat.  The  nomination  and  triumphant  election  of  Garfield  may 
be  regarded  as  a  correct  index  of  the  auoceaa  of  President  Hayes'  administration, 
the  former  as  a  decisive  victory  for  the  better  elements  in  the  Republican  party, 
the  latter  as  a  practical  approval  of  the  country  at  large  of  the  policies  for  which 
Mr.  H^es  had  stood. 

Judipng  from  the  extracts  pven,  it  is  to  be  regretted  that  Mr.  Hayes'  diary 
for  the  years  covering  his  adminiatfation  has  not  been  publiriied  tn  exieiuo. 
There  is  space  aniy  to  quote  one  or  two  of  his  estimates  of  leading  men  in  his  party. 
Near  the  close  of  his  term  he  wrote:  "If  there  are  any  two  men  in  the  country 
whose  opposition  and  hatred  are  a  certificate  of  good  character  and  sound  states- 
manship, they  are  Conlding  and  Butler"  (11,429).  In  18S4heBaya  of  Mr.  Blaine, 
"He  is  of  the  Butler  and  Douglas  type — more  like  Douglas  in  character  and  posi- 
tion than  any  other  of  the  great  leaders  of  the  past.  Clay  would  rather  be  right 
than  be  President,  Blaine  would  gladfy  be  wrong  to  be  President."  After  Blaine's 
nomination  he  wrote  he  "  is  not  an  admirable  person,  he  is  a  scheming  demagogue, 
selfish  and  reckleas,  but  he  is  a  man  of  ability  and  will,  if  el«cted,  be  a  better 
President  than  he  has  been  politician  "  {II,  367) . 

Hie  reviewer  rises  from  the  reading  of  these  volumes  with  a  invfound  respect 
for  the  character  of  Mr.  Hayes  and  the  strong  conviction  that  while  he  may  not 
be  accounted  a  statesman  of  the  highest  rank,  the  more  (me  studies  his  career  the 
clearer  he  stands  revealed  as  an  able,  honest,  unselfiBh  and  high-minded  citizen, 
patriot  and  servant  of  the  nation. 

HsBUAM  V.  Aioa. 
UnioertUj/  <tf  Petmej/leania. 
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FOREWORD 

Deprived  of  our  national  markets  (see  page  1) ,  our  iudustrieB  para- 
lysed, and  with  labor  and  capital  both  unemployed  (page  4),  we 
Americans  a  few  months  ago  began  as  never  before  to  examine 
our  own  industrial  oi^anization  to  ascertain  whether  our  industries 
could,  through  more  efficient  organisation,  be  so  stabilized  as  to 
be  at  once  more  productive  and  less  amenable  to  at  least  the  chance 
fluctuations  in  the  industrial  life  of  the  nation  or  of  the  world. 

The  first  qrmptom  of  our  industrial  distress  was  widespread 
unemployment.  Organized  labor  (page  6)  set  in  motion  their  own 
means  for  alleviating  their  situation.  Leaders  of  thought  ad- 
dressed themselves  seriously  for  the  first  time  in  America  to  the 
unemployment  problem.  This  analyos  led  to  a  study  of  the  dif- 
ferent classes  of  unemployed  (page  11)  with  a  constructive  program 
for  each  class  (page  16)  that  would  tend  to  stabilize  opportunities 
for  g^ning  a  livelihood:  Scientific  surveys  of  the  extent  and 
nature  of  unemployment  were  undertaken  (page  24)  for  the  first  time 
in  this  country  in  order  that  facts  might  shape  the  policies  that 
might  be  adopted  toward  unemployment.  The  relation  of  our 
immigration  policies  toward  our  national  employment  problem — 
that  is  the  problem  of  stabilizing  American  industries — naturally 
attracted  increasing  attention,  particularly  as  to  the  effect  of  the 
war  on  imm^ation  present  and  future  (page  30)  and  the  effect  of 
free  immigration  upon  steadiness  of  employment  (page  40) ;  for  our 
welfare  necessitates  that  our  industries  be  upheld  by  the  skilled  and 
perfected  by  the  permanently  employed.  In  addition  to  teaching  us 
the  need  for  conserving  and  the  ways  to  conserve  our  enormous  labor 
waste,  the  war  has  tai^t  us  the  necessity  for  better  management  in 
our  industries  (page  45).  In  fine,  the  war  has  given  new  meaning  to 
the  old  lesson  that  obligations  to  others  must  be  shared  by  all  aUke, 
Dot  on  the  "enlightened  selfishness"  baas  of  the  nineteenth  century 
but  on  the  social  inter-dependence  basis  of  the  twentieth. 

Domestic  stability  and  national  growth  are  dependent  upon  a 
stable  increasing  foreign  trade.  Our  existing  export  trade  has 
been  won  essentially  by  the  manufacturers  of  highly  specialized 
lines  (page  51).    Americana  are  be^nning  to  do  what  the  Germans 
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have  long  done — manufacture  the  amenities  of  civilization,  for 
frontier  regions  are  supplied  with  essentials  from  the  mother  coun- 
try. To  international  trade  "free  seas"  are  imperative  (page  60) 
though  whether  through  the  submarine  or  new  standards  of  inter- 
nationalism remains  to  be  seen.  Prerequisite  to  foreign  trade,  par- 
ticularly our  trade  with  Latin  America,  are  international  and  com- 
mercial relations  shot  through  with  mutual  confidence  (page  66), 
adequate  facilities  for  credit  exchanges  (page  71),  all  assisted  by 
well  adapted  transportation  facilities  (page  81). 

But  the  foreign  and  industrial  policies  of  our  government  will 
avail  naught  unless  the  selling  and  management  policies  of  our  in- 
dustrial establishments  be  the  equal  or  superior  to  those  of  com- 
peting nations.  The  American  tradition  has  been  to  protect  our 
"infant"  industries  with  no  query  as  to  whether  we  might  also  be 
protecting  careless  and  inefficient  management  at  the  expense  of 
the  consumer.  Happily  of  late  there  has  been  an  increasing  and 
wholesome  inquiry  as  to  just  what  the  costs  are  and  should  be  in 
American  industrial  establishments  and  our  business  men — many 
of  them — have  been  keen  to  learn  not  only  just  what  their  unit 
costs  are  but  also  how  their  sellii^,  manufacturing  and  employing 
policies  can  be  improved.  Industrial  wholesomeness^the  prerequi- 
site to  industrial  supremacy — must  wait  upon  industrial  stability. 
And  industrial  stability  will  wait  first  of  all  upon  exact  knowledge 
as  to  the  effect  of  idle  plant  on  costs  and  profits  (page  86).  Scien- 
tific inquiry  as  to  the  effect  of  unemployment  on  the  wage  scale 
(pa^  90)  and  the  results  to  the  employer  of  steadying  employ- 
ment (page  103)  are  prerequisites  to  steady  and  maximum  output  and 
to  an  industrial  justice  that  is  just.  A  functionalized  employment 
bureau  (page  112)  is  a  means  to  extensive  savings  to  the  employer, 
and  to  the  employee  it  means  higher  skill  and  satisfaction  through 
an  adequate  dependable  annual  income.  For  it  waa  in  developing 
the  new  profession  of  handling  men  (page  121)  that  employers 
learned  what  a  heavy  financial  burden  theu-  large  labor  turnover 
has  been  to  them  as  well  as  to  their  employees  (page  127).  Each 
management  having  assumed  responsibility  for  steading  its  own 
employment,  a  national  system  of  labor  exchanges  (page  138)  will 
help  to  conserve  our  vast  human  resources.  Efficiency  in  industries 
does  not  mean  exploitation  for  there  can  be  no  efficiency  where  work- 
ers are  exploited.     It  augurs  well  for  our  industrial  well-being  to  find 
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the  intelleetiml  leader  of  the  scientific  management  school  placing 
as  great  emphasis  on  democracy  in  industry  as  on  efficiency  and 
economy  (page  146) . 

Of  equal  importance  to  the  management  poUcies  of  our  indus- 
tries are  their  manufacturing  and  selling  policies.  The  first  step 
toward  sound  manufacturing  and  selling  policies  is  accurate  knowl- 
edge of  unit  costa  through  cost  accounting  (page  165)  and  knowledge 
of  the  working  conditions  prerequisite  to  maximum  output  (page 
174).  Then  must  follow  some  plan  that  closely  relates  responsibility 
to  abiUty  and  reward  to  service  (page  1S3),  though  no  one  plan  will 
attain  these  ends  in  all  establishments.  Indeed  the  principles  of 
management  can  be  applied  as  well  to  agriculture  (page  187)  as  to 
manufaetiuing.  And  certain  it  is  that  in  both  pubUc  and  private 
work  both  mobility  and  maximum  output  wait  upon  standardiza- 
tion (p^^  199).  Scientific  management — that  is  mam^ment 
baaed  on  facts  rather  than  on  tradition  and  supposition — will  make 
the  beat  in  human  happiness  and  comfort  out  of  our  titanic  human 
and  natural  resources  (page  208). 

But  industrial  development  and  civilization  are  bootless  indeed 
if  they  are  to  be  ruthlessly  destroyed  by  war.  Hence  the  vital 
concern  to  all  of  a  more  constructive  baua  for  internationalism 
(page  2 17)  without  necessarily  neglecting  defense  problems  (page  263) 
or  imdereetimating  the  eSectivenesa  of  economic  pressure  as  a  means 
of  conserving  peace  (page  270).  Certainly  prolific  causes  of  inter- 
national discontent  have  been  land  acquisition  (page  245)  and  the 
desire  to  extend  free  land  (page  252).  Nothing  is  now  dearer  to  the 
heart  desires  of  American  people  than  the  contributions  America  can 
make  not  only  toward  the  settlement  of  the  present  war  but  toward 
a  permanent  peace  (pages  230,  235,  239,  and  243).  Our  national 
well-being,  the  conservation  of  our  efforts,  social,  political  and 
industrial,  hang  in  the  balance.  For  the  cable,  the  aeroplane,  and 
the  submarine  have  made  nations  as  dependent  upon  each  other 
under  twentieth  century  conditiona  as  are  individuals.  A  "social 
point  of  view "  must  now  be  supplemented  with  the  nationalism  of 
a  world  citizen. 

Cltsb  Ltkdon  Kino.' 
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AMERICA'S  INDUSTRIES  AS  AFFECTED  BY  THE  EURO- 
PEAN WAR 

By  Alba  B.  Johnson,' 
Preeideiit,  Baldwin  LoooawliTe  Works,  Philadelphia. 

The  usefulness  of  the  AmericaD  Academy  of  Political  aud  Social 
Science  consists  not  only  in  the  discussions  of  important  topics  in 
its  annual  meetings,  but  in  the  vide  distribution  of  the  opinions 
expressed  in  the  papers  which  are  presented  at  these  meetii^. 
In  the  nature  of  the  case  it  is  impossible  for  the  great  body  of  those 
throughout  America  and  other  countries,  interested  in  the  subject 
dealt  with,  to  be  present  at  these  meetings.  Nevertheless,  the 
opinions  expressed  by  the  learned  thinkers,  who  are  specialists  in 
thdr  particular  fields  oi  activities,  go  forth  to  all  interested  in  these 
subjects,  not  only  in  Pennsylvania  and  the  United  States,  but  to 
thinkers  throughout  the  world. 

During  the  twenty-five  years  of  the  existence  of  the  American 
Academy  of  Fohtical  and  Social  Science  there  has  been  issued  a 
aeries  of  timely  publications,  each  expressing  the  latest  thought 
upon  the  particular  subject  dealt  with.  In  these  publications  are 
recorded  the  contributions  of  the  American  Academy  of  Political 
and  Social  Science  to  the  progress  of  the  world's  thought. 

When  the  war  broke  out  at  the  beginning  of  last  August,  the 
first  result  was  the  sudden  and  complete  paralysis  of  the  financial 
fabric  of  all  the  nations  of  the  world.  In  this  financial  cataclysm 
their  only  safety  was  found  in  the  establishment  of  moratoria  of 
sufficient  length  to  give  time  for  consideration  of  the  new  conditions 
and  for  study  of  the  meUiods  to  be  adopted  for  safeguarding  tiie 
interests  of  each.  Not  only  in  our  own  country,  but  everywhere, 
the  cessation  of  financial  operations,  including  the  closing  of  the 
stock  exchanges,  occasioned  a  discontinuance  of  everything  looking 
to  new  business,  deprived  the  industries  of  their  markets  and  left 
the  manufacturers  with  nothing  to  do  but  to  carry  out  so  much  of 

■RemadiB  ae  presiding  officer  at  the  fint  sesaioii  of  the  Nineteenth  Annual 
Meeting  of  the  American  Academy,  held  in  PhiUdelphia  on  April  30  and  May 
1,  191S. 
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their  exiBting  conb'acte  aa  were  not  affected  by  the  outbreak  of 
war.  Prior  to  the  war  a  condition  of  business  prostration  bad  al- 
ready existed.  It  does  not  seem  necessary  to  go  into  the  various 
causes  which  created  this  depression,  and  if  we  were  to  undertake  to 
quote  them,  each  would  be  regarded  as  debatable.  Amongst  them 
may  be  counted  the  change  of  administration,  the  various  measures 
which  were  carried  through  as  part  of  the  program  of  the  new 
party  in  power,  the  fear  of  unwise  legislation  and  the  uncert^nty 
aa  to  what  the  future  policies  of  the  government  might  be.  All  of 
these  had  already  exercised  their  influence  in  retarding  the  buriness 
of  the  country.  Then  came  the  declaration  of  war,  which  put  all 
large  business  to  an  end.  We  discovered  not  only  that  financial 
operations  had  stopped,  but  our  merchants,  manufacturers  and 
shippers  found  that,  because  of  our  dependence  upon  the  vessels 
of  other  nations,  the  means  of  continuing  our  foreign  commerce 
was  withdrawn.  With  superabundant  crops,  it  was  impossible 
for  us  to  send  them  to  market. 

Little  by  little  we  have  been  emerging  from  that  condition. 
The  necessities  of  the  various  countries  of  Europe  have  compelled 
the  resumption  of  shipments  of  our  grains,  cotton  and  other  mate- 
rials. The  belligerents  have  placed  with  us  contracts  for  vast 
sums  of  war  material.  This  has  established  an  activity  which  in 
certMD  lines  of  business  is  almost  feverish,  but  it  has  not  created 
general  prosperity.  Many  lines  of  -business,  not  stimulated  by 
the  war,  have  not  yet  been  aroused  from  their  lethargy.  Particu- 
larly is  this  true  of  the  enormous  industries  dependent  for  their 
prosperity  upon  that  of  the  railroads.  The  railroads  have 
not  yet  begun  to  purchase.  Next  to  agriculture  they  constitute 
the  largest  single  interest  in  the  United  States  and  their  purchases 
constitute  the  most  potent  factor  in  the  creation  of  business  pros- 
perity. The  growth  of  our  exports,  combined  with  the  practical 
cessation  of  imports,  due  both  to  the  demoralized  condition  of  our 
own  business  and  the  cessation  of  manufacturing  in  Europe,  has 
created  a  balance  of  trade  in  our  favor  which  is  unprecedented  in 
the  history  of  the  country.  According  to  the  most  conservative 
estimate  this  will  amount  to  at  least  one  billion  dollars  a  year,  and 
many  place  it  as  high  as  a  billion  and  a  half,  which  the  world  will 
owe  us  for  our  shipments  over  and  above  the  amounts  which  w? 
have  purchased  abroad. 
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The  creation  of  the  system  of  federal  reserve  banks  has  ^ven 
new  confidence  to  business,  which  is  an  encouraging  sign.  It  holds 
out  the  hope  that  the  severity  of  business  depressions  in  the  future 
will  be  modified.  It  has  released  a  large  amount  of  capital  hitherto 
maintained  in  reserve  and,  therefore,  in  idleness.  We  are  looking 
forward  to  a  repetition  of  the  abundant  crops  of  last  year,  and 
furthermore  we  are  growing  accustomed  to  the  fact  that  the  great 
war  in  Europe  is  proceeding  and  will  proceed  until  a  rational  peace 
is  arrived  at.  We  have,  therefore,  come  to  regard  the  belligerent 
conditions  in  Europe  as  in  a  sense  normal,  and  we  are  adjusting 
ourselves  to  create  the  maximum  prosperity  consistent  therewith. 
We  can  now  turn  our  attention  to  our  problems  as  they  will  exist 
after  the  European  war,  in  the  light  of  what  that  war  has  taught 
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EUROPEAN  WAR  INFLUENCES  UPON  AMERICAN 
INDUSTRY  AND  LABOR 

By  Samuel  Gompbrs, 
Fresidrat,  AmericBin  Federation  of  I^bor. 

When  men  were  thinking  of  international  peace,  secure  in  the 
conviction  that  there  could  never  be  another  great  war,  suddenly 
all  of  the  countries  of  western  EiUY)pe  were  plunged  into  the  most 
stupendous  conflict  the  world  has  ever  seen.  The  spirit  of  civiliza- 
tion had  been  brooding  over  the  things  of  the  common  life,  breathing 
into  them  an  appreciation  of  the  sacredness  of  human  life.  Civiliza- 
tion had  been  laying  wise  and  skillful  hands  upon  the  forces  of 
Nature  to  make  them  serve  men  to  promote  their  well-being  and 
development. 

Infinite  patience,  thought,  skill,  energy  had  been  busy  in  the 
task  of  finding  some  new  thing  to  conserve  and  to  glorify  humanity. 
There  were  minds  rich  in  culture,  characters  of  infinite  courage,  and 
hearts  tender  with  love  of  human  beings  that  counted  all  gain  that 
brought  opportunity  into  the  lives  of  men — opportunity  for  physical, 
mental  and  moral  health  and  development. 

In  the  midst  of  all  this  came  the  fearful  war  cry.  We  of  Amer- 
ica, far  removed  from  the  sound  of  drums  and  the  march  of  mobiliea- 
tion,  looked  at  one  another  and  murmured,  "It  can't  be  true." 
Grim  realization  came  as  we  felt  the  shock  of  the  revolutionary 
changes  that  paralyzed  industry. 

The  stupendous  conflict  shook  to  its  foundations  the  structure 
of  organized  society.  Industry  and  commerce  are  oi^nized  on  a 
world  basis.  Markets  have  international  sources  of  supply  and  they 
meet  the  demands  of  international  buyers.  The  monetary  medium 
for  international  exchange  is  responsive  to  international  influences. 
The  intricate  structure  of  credit  extends  its  gossamer  threads  about 
all  the  markets  and  ports  and  bourses  of  the  world.  Supply  and 
demand  are  estimated  from  a  world  viewpoint.  Communication  was 
organized  to  meet  the  needs  of  world  commerce  and  industry. 

When  the  disrupting  forces  of  war  hit  the  world  structure  of 
civilization,  then  did  we  in  the  United  States  realize  the  war  was  a 
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reality.  Though  far  away  from  the  bloodshed,  from  the  horror  of  the 
maimed  and  the  dead  and  dying,  yet  something  of  the  brutalizing 
spirit  of  war  extended  even  to  our  isolated  continent. 

Through  no  fault  or  act  of  theirs  the  working  people  of  the 
United  States  have  been  made  to  feel  the  consequences  of  a  war 
caused  by  the  spirit  of  greed  and  a^randizement  on  the  part  of 
irresponsible  governmental  agents.  Autocracy,  secret  diplomacy, 
militarism,  forced  a  war  which  brings  grievous  wrongs,  losses  and 
misery  upon  the  wage  workers  of  Europe — aye,  which  robs  them  of 
life  itself — and  which  indirectly  carries  suffering  and  misery  to  the 
wage-earners  of  all  the  world. 

The  European  war  ruthlessly  reversed  the  purposes  and  ideals 
of  civilization.  War  is  always  revolutionary  and  destructive  of  life 
and  civilization.  The  outbreak  of  this  war  dislocated  American 
markets  and  trade. 

The  first  stage  following  the  cataclysmic  struggle  was  one  of 
stagnation.  Business  men,  government  officials,  scientists,  commer- 
cial and  industrial  associations  considered  carefully  the  conditions 
confronting  them  and  estimated  their  needs  and  resources.  The 
way  problems  have  been  solved  and  new  opportunities  utilized 
proves  that  Americans  have  qualities  of  adaptability  and  resource- 
fulness assuring  continuous  progress. 

Necessity  forces  invention.  American  in{cen"'ty  ^Qf]  pnfjp- 
priae  have  not  failed  in  this  time  of  need.  American  industries  find  v/ 
thfiy  fifr"  ''^tgply  many  of  their  needs  and  have  found  uses  for  wba^ 
ipngfnfmeriy  industrial  waste.  The  warTiaa  opened  up  tremendous 
egonomic  opportunities — some  temporary,  o^erg.peiiiianfiiiL.  After 
the  first  reaction  came  an  industrial  iinpetus.  Business  reached 
after  new  opportunities.  American  financial  genius  protected  our 
interests  and  made  this  the  world's  money  center. 

What  has  been  done  to  meet  industrial  and  financial  emergencies^ 
and  needs  has  been  due  chiefly  to  private  initiative  and  private 
enterprise.  It  is  the  American  characteristic — ability  to  do  things — 
that  has  served  us  in  this  time  of  need.  That  American  spirit  of 
self-reliance  and  initiative  is  the  most  precious  possession  of  the 
nation.  It  is  the  spirit  that  can  dream  and  dare  and  achieve.  It  i^ 
invincible. 

Now  turn  to  the  human  side  of  adjustment  to  war  conditions^ 
Have  the  men  and  women  employed  in  industry  and  commerce  been 
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fas  carefully  and  wisely  provided  for  aa  material  interests  have 
'been? 

f  The  first  shock  of  the  war  which  brought  stagnation  to  industry 

resulted  in  the  closing  of  shops,  mills  and  docks,  and  meant  unem- 
ployment for  wage-earners.  All  along  the  Atlantic  coast  industry 
and  commerce  were  dislocated;  shipping  was  tied  up;  men  found 
that  the  war  had  taken  away  their  work,  their  source  of  livelihood. 
Their  number  was  increased  by  the  sailors  from  interned  foreign 
vessels.  Factories  dependent  upon  European  trade  or  products 
began  to  run  part  time  and  then  stopped.  During  the  period  of  read- 
justment many  workers  were  without  the  means  of  earning  their 
daily  bread  and  they  had  but  little  laid  aside.  At  the  same  time 
they  were  threatened  with  the  menace  of  war  prices.  Six  cent 
bread  meant  tragedy  to  east  side  New  York  and  similar  localiUee 
where  wage-earners  live,  ^he  brutalizing  spirit  of  war  laid  hands  on 
American  industry — workers  were  deprived  of  employment  and 
were  exploited  by  war  prices  which  meant  unwarrantable  and  ex- 
clusive advantages  to  the  profit  mongers^ 

fa  the  weeks  went  by  the  amount  and  extent  of  unemploy- 
increased  throughout  the  country.  Unemployment  means  to 
most  of  you  here  an  industrial  and  social  problem — ^to  the  wage- 
earner  it  is  a  personal  experience?^  It  means  hunger,  misery  and 
despair.  Bread  lines  have  been  very  long  during  the  past  winter. 
Women  as  well  as  men  have  been  in  these  bread  lines.  A  bread  line 
leaves  an  indelible  scar  on  the  hearts  of  those  who  have  undergone 
the  humilation.  (^t  means  that  a  human  soul  has  been  beaten  in  the 
struggle  for  decent  self-respectN 

*  /Constructive  efforts  to  meet  this  human  need  came  from  the 
workers^  Wage-earners  are  so  close  to  the  raw  stuff  of  the  experiences 
of  the  common  struggle  for  a  Uvelihood  that  they  appreciate  more 
keenly  the  meaning  of  unemployment  and  they  know  that  their 
own  well-being  is  very  intimately  involved.  Unemployment  in  some 
callings  means  increasing  the  supply  of  available  workers  for  many 
others.  (Organized  workers  are  a  power  which  can  and  does  say  to 
heartless  greed  for  profits — Stop  your  brutality.  Those  wage-earners 
who  were  organized  were  able  to  take  care  of  themselves  and  to  main- 
tain American  standards  of  living.  Again  as  in  the  last  financial 
crisis  they  raised  the  slogan,  "No  wage  reductions,"  and  warded  off 
the  policy  whose  cumulative  effect  would  have  shaken  the  whole 
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economic  structure.     A  policy  of  wage  reductions  would  have  de- 
stroyed confidence  and  hence  would  have  undermined  credit.1 

Through  their  economic  orguuzation  organized  workers  nad  the 
means  by  which  they  could  make  adjuBtments  necessary  to  protect 
human  intereats  from  impending  perils,  ^^hose  who  are  unable  to 
defend  themselves  are  always  made  to  bear  the  brunt  of  hardships. 
Organization  is  the  method  by  which  the  workers  can  protect  them- 
selves from  being  made  the  burden  bearers  in  all  calamities  and  can 
secure  an  equitable  participation  in  prosperity.^  In  fill  cases  it  is 
power  for  self-protection  that  is  their  safeguard,  frhe  constructive 
efforts  made  to  help  the  workers  during  this  emergency  were  made 
by  the  labor  organizations.)  f  As  I  said  before,  they  stood  solidly  for 
maintenance  of  wages  which  meant  maintenance  of  American  stand- 
ards of  living  and  checking  the  diminution  of  purchasing  power} 

fThe  constructive  power  that  protects  the  workers  in  war  time 
is  the  same  power  that  protects  them  in  peace.)  The  economic  organ- 
izations were  the  agencies  that  enabled  them  to  cope  with  unem- 
ployment and  to  relieve  in  some  measure  the  distress  caused  by  the 
war.  Through  trade  organizations  the  workers  are  cooperating  with 
responsible  national,  state  and  municipal  authorities  to  meet  emer- 
gencies while  at  the  same  time  safeguarding  the  workers  from  exploi- 
tation which  naturally  results  from  the  ruthless,  brutal  spirit  which 
war  engenders. 

(^he  labor  movement  of  the  world  is  the  one  agency  whose 
members  have  been  loyal  to  fatherlands  in  the  time  of  peril  and  yet 
have  with  insistent  emphasis  and  appeal  upheld  the  sacredness  of 
human  Hfe  and  opportunity  and  the  brotherhood  of  man.\  While 
bearing  burdens  of  the  war  they  are  still  maintaining  standards  that 
dignify  hunian  life  and  are  creating  and  directing  influences  that 
will  have  an  important  part  in  establishing  peace  and  the  construc- 
tive work  which  shall  make  for  greater  justice  in  international  rela- 
tions. 

The  United  States  as  well  as  the  whole  world  has  suffered 
through  the  disrupting  influence  of  the  war.  In  the  United  States 
the  organized  labor  movement  has  dealt  constructively  with  the 
needs  and  the  emergencies  created  by  the  war. 

^Where  production  was  decreased,  wherever  possible  they  pro- 
vided that  work  should  be  equally  shared,  that  those  of  their  trade 
should  not  be  added  to  the  number  of  the  unemployed.    Through 
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their  trade  beneEte  they  helped  fellow  workers  who  were  out  of 
work,  while  the  trade  organization  assisted  them  in  finding  em- 
ployment. The  trade  union  movement  acted  as  a  steadying  force 
to  all  industry  by  steadily  and  determinedly  opposing  irrational, 
erratic  change8^ 

Organised  labor  furthermore  made  demands  upon  munici- 
palities and  all  government  authorities  that  public  construction 
work  should  be  continued  where  contracts  had  been  let  and  that 
beneficent  new  work  should  at  once  be  undertaken  wherever  possible. 

The  organized  workers  were  alert  to  opportunities,  aware  of 
their  own  intereste,  able  to  protect  themselves  and  those  dependent 
upon  them.  They  manifest  the  American  characteristics,  resource- 
fulness and  adaptability  that  enabled  us  all  to  weather  the  difficulties 
resulting  from  the  war.  We  have  fostered  and  developed  the  spirit 
of  self-reliance  and  initiative  necessary  to  national  life. 

(The  workers  upon  whom  war  burdens  have  fallen  most  heavily 
have  been  the  unorganized)  Their  suffering  has  been  inarticulate, 
helpless  misery.  They  were  without  the  means  of  expressing  their 
misery  or  their  needs.  O^hey  have  benefited  indirectly  from  the 
efforts  of  organized  labor  but  that  did  not  relieve  them  of  the  heavy 
weight  of  the  burdens  of  the  industrial  crisis^ 

The  army  of  the  unemployed  ha^  been  made  up  largely  from  the 
ranks  of  the  unskilled  workers.  It  is  a  well  known  policy  of  large 
corporations  employit^  unskilled  workers  to  have  available  a 
greater  number  of  workers  than  they  r^^arly  employ.  This  con- 
dition is  a  menace  to  steady  employment.  It  is  intended  not  only 
to  discourage  efforts  of  workers  to  secure  higher  wages  or  better 
cooditiona  of  work,  but  is  also  used  as  an  instrument  to  enforce  lower 
standards.  Where  there  are  two  or  three  waiting  for  a  job  it  takes 
more  than  human  courage  to  make  a  stand  for  rights — -the  workers 
have  to  think  each  day  of  daily  bread  for  the  next  day.  To  stop 
work  means  to  go  without  food. 

This  condition  is  largely  the  result  of  superinduced  immigra- 
tion. Shipping  companies  and  big  employers  of  unskilled  workers 
have  stood  for  a  policy  of  unrestricted  immigration.  For  many 
years  that  policy  did  little  harm,  but  now  the  frontier  opportunity 
has  ceased  to  exist  and  the  number  and  the  character  of  the  immi- 
grants are  such  that  they  can  no  longer  be  assimilated  by  the  Ameri- 
can nation.    Some  restrictive  policy  must  be  adopted. 
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Id  addition  to  a  aituation  already  grave,  our  nation  must  face 
after-war  consequencea.  There  is  no  doubt  but  that  the  war  will 
be  followed  by  a  tide  of  emigration  of  unparalleled  proportions. 
The  countries  that  are  now  engaged  in  the  bloody  struggle  will  seek 
some  way  to  escape  caring  for  derelicts  of  war,  the  mental  and 
physical  wrecks  and  those  who  have  been  ruined  financially.  The 
incompetent  and  those  who  probably  may  become  a  burden  upon 
the  community  will  be  encouraged  and  perhaps  assisted  to  emigrate. 
You  have  only  to  turn  to  our  southern  borderline  for  verifica- 
tion of  this  assertion.  Responsible  authority  informs  me  that 
Mexican  military  authorities  have  been  furnishing  free  transporta- 
tion and  otherwise  encouraging  the  emigration  of  dependent  women 
and  children,  and  the  men  who  are  unfit  for  service  in  the  army  or 
unable  to  work. 

What  is  taking  place  on  the  southern  border  is  a  very  insig- 
nificant reminder  of  what  will  happen  at  the  close  of  the  European 
war.  Now  is  the  time  to  make  provisions  against  that  impending 
disaster. 

fli'he  end  of  the  war  will  bring  to  our  country  another  economic 
reaction.  Those  industries  that  have  been  stimulated  because  of  a 
demand  created  by  the  war  will  come  upon  a  period  of  idleness.  New 
industries  that  have  been  developed  to  supply  articles  which  Europe 
furnished  us  before  the  war  will  have  to  meet  competition.^  There 
will  follow  in  our  country  a  period  of  readjustment.  T Again  the  bur- 
dens of  that  transition  will  fall  most  heavily  upon  the  workers,  par- 
Ucularly  the  unorganized  workers.  Organised  workers  in  the  main 
will  be  in  a  position  to  protect  themselves  through  agreements  with 
employers.  The  unorganized  will  be  without  the  means  of  meeting 
the  difficulties.) 

(The  power  of  the  workers  to  protect  themselves  is  of  tremen- 
dous importance  to  the  nation — it  means  to  protect  the  bone  and 
sinews  of  the  nation;  to  conserve  the  men  and  women  who  do  the 
work  necessary  to  the  nation's  life;  to  maintain  unimpaired  the 
standards  and  ideals  of  American  free  meni 

(The  lesson  of  the  European  war  as  it  affects  the  American 
wage-earners  demonstrates  again  the  value  of  the  labor  movement 
to  a  democratic  people.  It  is  the  way  by  which  the  great  masses  of 
the  nation  can  think  out  their  mdustrial  problems  and  order  their 
own  lives.^ 
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The  labor  movement  has  also  its  social  and  political  influeoce 
that  will  aid  in  establishing  justice  at  the  end  of  the  war.  It  will 
be  the  greatest  force  opposing  reaction  that  always  results  from  the 
brutalizing  influences  of  war.  It  will  be  the  most  potent  force  to 
compel  relations  that  shall  subordinate  all  else  to  human  welfare. 

When  the  wage-earners  refuse  to  bear  the  consequences  of  deeds 
and  policies  for  which  they  are  in  no  way  responsible  then  will  those 
in  authority  consider  more  carefully,  before  they  start  into  activity, 
forces  whose  evil  consequences  will  bring  hardships  and  suffering. 
The  working  people  are  more  clearly  conscious  of  the  extent  and  the 
nature  of  their  power  than  ever  before,  hence  they  are  in  a  position 
to  secure  for  themselves  increasing  recc^nition  in  determining  the 
affairs  of  industry  and  of  international  relations.  The  wage- 
earners  will,  I  am  sure,  make  their  power  felt. 

^n  addition  to  the  industrial  and  commercial  issues  that  the 
war  has  raised,  the  working  people  of  the  world  are  concerned  as  to 
what  shall  be  determined  with  regard  to  the  evil  forces  that  are 
largely  responsible  for  the  war — autocracy  and  militarism)  Through 
their  organized  economic  power  the  wage-earners  exert  a  tremendous 
power  in  political  affairs  as  well  as  in  industrial  and  commercial, 
and  they  propose  to  see  to  it,  through  their  international  economic 
organisations,  that  democracy  shall  be  assured  control  in  interna- 
tional affairs. 

Democracy  must  be  established  and  endowed  with  power  and 
authority.  That  can  be  done  without  militariBm.  Militarism  must 
fall  through  gradual  disarmament. 

Democracy  will  be  maintained  by  able,  free  citizens  Eilert  to  dis- 
cern their  own  rights  and  to  distinguish  the  right,  able  and  willing 
to  maintain  justice  for  all. 

When  democracy  shall  have  established  justice  in  international 
relations,  then  shall  the  wage-earners  of  every  land  have  greater 
opportunities  to  give  their  ideals  reality  in  everyday  life  and  dream 
and  plan  greater  things  for  all  mankind.  They  will  no  longer  be 
unre^sting  pawns  for  war  slat^hter  or  the  less  spectacular  slai^ter 
of  industry  and  commerce.  In  every  relation  of  life  organized  labor 
will  estabUsh  the  principle  of  the  sacredness  of  human  life  and  will 
not  only  oppose  the  brutalities  and  the  waste  of  war,  but  also  of 
peace. 
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AMERICA'S  UNEMPLOYMENT  PROBLEM 

Bt  Henrt  BmriiRE, 
Chamberlain,  New  York  Cit^. 

It  is  fallacious,  of  course,  to  assume  that  unemployment  con- 
ditions in  1914^1915  were  solely  due  to  the  European  war.  There 
prevailed  in  cities  of  the  United  States  in  1913-1914,  prior  to  the 
war,  conditions  of  unemployment  which  were  adjudged  abnonnal 
by  such  comparative  information  as  was  available.  In  1915, 
conditions  were  aggravated  due,  in  general,  to  the  prolonged  and  in- 
creaeed  stoppage  of  industry  partly  occasioaed  by  the  war.  But 
it  would  prevent  sincere  thinking  and  vigorous  constructive  effort 
in  regard  to  the  unemployment  problem  to  start  with  the  premiee 
that  all  unemployment  is  one  of  the  consequences  of  war  distur- 
bance. The  fact  is  that  involuntary  unemployment  of  large  num- 
bers of  workers  is  a  normal  condition  of  our  industrial  life,  varying, 
of  course,  with  fluctuations  in  general  industrial  conditions.  The 
further  fact  is  that  the  chronic  prevalence  of  involuntary  unemploy- 
ment has  been  one  of  increasing  development  for  a  period  of  years 
until  now  it  regularly  manifests  itself  in  acute  form  in  industrial 
centers  during  the  winter  months. 

Dealing  with  the  continuing  problem  of  unemployment  has, 
up-to-date,  been  generally  ineffective  and  local,  and  unproductive 
of  permanent  results.  This  has  been  due  to  a  variety  of  causes,  the 
principal  among  them  being  the  assumption  that  hard  times  are  the 
sole  occasion  for  unemployment  and  that  temporary  expedients, 
therefore,  were  all  that  the  atuation  demanded.  The  item  of  en- 
couragement in  recent  experience  is  the  widespread  attention  that 
has  been  given  to  unemployment  not  as  a  problem  of  philanthropy, 
charity,  or  relief,  but  as  one  of  industrial  disarrangement.  This 
attention  has  been  given  by  committees  of  citizens  appointed  by 
mayors  or  governors  or  by  wholly  unofficial  bodies  in  practically 
all  of  the  industrial  cities  in  the  United  States  reaching  from  the 
Pacific  coast  to  New  England.  Apart  from  the  provision  of  tem- 
porary relief,  the  chief  product  of  the  efforts  of  these  bodies  has-been, 
up-to-date,  a  series  of  reports  framing  more  or  less  tentative  con- 
11 
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clufflonB  upon  generally  inadequate  data  with  regard  to  the  scope, 
character  and  treatment  of  unemployment.  These  reports  are  bene- 
ficial and  represent  the  thought  on  the  matter  which  must  inevitably 
precede  constructive  measures. 

The  committees  on  unemployment  have  necessarily  given 
first  thought  to  emergency  relief  of  those  who  are  distressed  as  a 
result  of  continued  unemployment.  In  seeking  to  formulate  pre- 
ventive measures  they  have  suggested  the  following  steps,  which  I 
Ust  in  the  order  of  the  frequency  of  their  occurrence  in  the  recom- 
mendations of  the  committees  whose  reports  I  have  analyzed: 

1.  Orgaoization  of  state  and  municipal  employment  buieaus  on  an  efficient 
baaie; 

2.  Study  of  labor  conditioiu  and  undertaking  of  municip&l  improvementB 
and  other  public  worics  during  periods  of  industrial  depretHion,  to  act  aa  an  im- 
petus to  the  labor  market  and  an  incentive  to  businees  condttiona  generally; 

3.  Employment  of  citizens  and  residents  aa  against  outsiden,  particularly 
on  public  contracts; 

4.  Adoption  by  employen  generally  of  a  policy  of  part  time  work  in  slack 
periods  as  against  horizontal  cuta  in  woridng  forces; 

6.  Establishment  of  vocational  training  and  trade  sohoob; 

6.  Adoption  of  ordinances  r^ulating  private  employmeat  agencies,  in  older 
to  eliminate  the  grave  misrepresentation,  extortion,  and  dishonest  practices 
frequently  complained  of  and  found  to  prevail; 

7.  Making  the  peddling  business  financially  easier  so  that  industrial  workers 
during  times  of  unemployment  in  their  regular  activities  would  be  enabled  to 
earn  a  living; 

8.  Provisionof  insurance  against  unemployment; 

9.  Appointment  of  emergency  advisory  committees,  oonsistiiig  of  tepio- 
sentatives  of  isilway,  manufacturing,  mercantile,  banldiig,  contracting  and 
organized  labor  interests,  to  stimulate  employment  in  private  trade  and  industry; 

10.  Establishment  of  rural  credits  along  the  lines  of  European  ezpeneace, 
to  make  fanning  more  attractive  and  profitable;  and  the  creation  of  rural  organi- 
sation  after  the  type  of  the  German  Landwirtshaf  tsrat . 

Partly  as  a  by-product  of  the  recent  pubUc  discussion  of  unem- 
ployment and  partly  in  response  to  a  more  general  recc^nlUon  of 
the  inadequacy  of  private  agencies,  there  has  been  in  the  past 
several  years  a  notable  extension  of  public  employment  offices. 
Within  two  years  five  states  and  two  cities  have  established  public 
employmeat  offices  along  approved  lines,  the  most  notable  examples 
being  the  city  and  state  of  New  York.  These  agencies,  together 
with  the  federal  plan  of  employment  rc^stration  recently  instituted 
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by  the  department  of  labor  through  the  post-office  department, 
are  the  only  concrete  evidences  of  government  interest  in  unemploy- 
ment to  date. 

The  r^rettable  fact  is  that  there  has  been  a  conspicuous  lack 
of  attention  to  the  fundamental  questions  involved  in  unemploy- 
ment by  either  state  or  national  governments.  The  Federal  Com- 
mission on  Industrial  Relations  and  minority  members  of  Congress 
have  respectively  proposed  legislation  for  a  federal  system  of  em- 
ployment bureaus,  though  the  former  failed  to  present  its  bill 
this  year.  But  both  state  and  national  governments  have  as  yet 
evidenced  no  adequate  concern  or  made  eflEective  effort  with  respect 
to  this  great  question  which  cannot  be  dealt  with  by  cities  or  pri- 
vate organizations,  but  must  be  met  by  vigorous  constructive  ac- 
tion either  by  the  state  governments  or  by  the  federal  government 
itself. 

New  York  City's  experience  in  the  field  of  unemployment  parallels 
the  general  experience  of  other  industrial  communities.  In  1914, 
the  city  received  an  index  of  employment  conditions  through  the 
rapidly  increasing  number  of  applicants  in  the  municipal  lodging 
house. 

From  attention  to  this  condition  there  developed  a  community 
concern  for  the  homeless  man.  This  led  to  the  discusmon  of  the 
"jobless  man"  and  this  in  turn  gave  rise  to  the  consideration  of 
general  unemployment  conditions.  Conferences  of  various  kinds 
were  conducted  in  the  city,  but  with  the  exception  of  voluminous 
discussion  nothing  was  achieved  but  the  establishment  of  a  Munici- 
pal Employment  Bureau  by  which  the  city  itself,  for  the  first  time, 
gave  evidence  of  community  responsibility  for  dealing  affirmatively 
with  problems  of  unemployment.  1  need  not  go  into  the  details  of 
the  establishment  of  this  bureau,  for  the  lines  followed  were  those 
demonstrated  as  generally  expedient  and  successful  in  other  cities. 

In  1914-1915,  partly  because  of  a  considerable  amount  of  agi- 
tation by  the  so-called  radical  element  of  the  city,  New  York  was 
generally  prepared  to  give  serious  thought  to  unemployment. 
The  organized  charitable  agencies  were  the  first  to  attempt  to  meet 
the  conditions  resulting  from  unemployment.  They  were  con- 
fronted with  a  rapid  increase  in  demands  for  relief  made  by  persons 
forced  into  destitution  by  prolonged  unemployment.  The  city 
govertmient  was  concerned  with  the  problem  from  three  an^^es: 
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1.  The  care  of  the  homeless  man; 

2.  The  increaee  in  applinatioiiB  for  admissioD  to  public  iustitutionB  of  the 
dependent  memberB  of  the  community, — children  and  the  aged  and  infirm; 

3.  The  interest  of  the  police  in  the  prevention  of  disorderly  assemblages  and 
a  repetition  of  acta  of  violence  perpetrated  in  1914,  oooaaioned  by  the  prevalence 
of  large  numbers  of  persons  desperate  or  emotionally  susceptible  because  of 
inability  to  find  work. 

Back  of  all  of  these  factors  there  existed  in  the  minds  of  the 
mayor  and  other  officials  of  the  city  government  a  conviction  that 
no  haphazard  treatment  of  the  problem  would  lead  to  any  conse- 
quential relief  of  distress  or  to  the  framing  of  any  measurably  effec- 
tive plan  either  for  the  resumption  of  employment  or  the  preven- 
tion of  future  unnecessary  unemployment. 

It  was  immediately  apparent  that  adjustment  could  not  be 
obt^ned  by  any  of  the  parties  chiefly  concerned  in  the  conditions 
leading  to  unemployment  acting  independently:  (1)  by  the  unem- 
ployed, because  of  their  lack  of  organization,  resources  and  means 
of  obtEuning  employment;  (2)  by  the  charitable  organizations  be- 
cause of  the  inadequacy  of  funds  available  for  charitable  relief; 
(3)  by  the  city  government  because  of  the  limitations  of  public 
funds  and  the  impossibility  of  providing  public  employment  for  any 
appreciable  number  of  the  unemployed;  (4)  by  the  employers  be- 
cause of  the  absence  of  a  policy,  provision  or  method  among  em- 
ployers, as  such,  for  dealing  with  the  general  reserve  of  employables 
cast  out  of  work  by  the  stoppage  of  business  or  seasonal  or  other 
fluctuations  in  employment  demands.  In  short,  there  was  appar- 
ently a  need  for  correlating  by  some  means  the  resources  and  interest 
of  all  the  parties  immediately  affected  by  unemployment  conditions. 

To  meet  this  situation  it  was  determined  to  establish  a  clearing 
house  and  a  common  instrument  of  cooperation  through  a  committee 
representii^  not  only  the  generally  good  and  interested  citizenship, 
but  the  different  elements  of  the  community  who  were  i^ected  by 
or  had  direct  contact  with  unemployment  conditions.  Primarily, 
the  large  employers  of  labor  and  leaders  in  industry  whose  institu- 
tional policies  might  be  presumed  to  have  some  effect  upon  the 
general  business  conditions  were  brought  into  the  committee,  under 
the  chwrmanship  of  ex-Judge  Elbert  H.  Gary  of  the  United  States 
Steel  Corporation.  This  committee  was  asked  to  deal  with  two 
problems:  (1)  The  immediate  emergent  problem  of  providing 
relief  or  employment  for  those  in  distress;  and  (2)  the  formulation 


Digitized  by  Google 


Aubrica's  Unemplotubnt  Fbobleh  16 

of  some  plan  to  detU  successfully  with  ,tbe  causes  of  unemployment 
where  they  are  remediable,  with  a  view  to  subsequent  diminution 
or  prevention  of  unemployment. 

Infonnation  regarding  the  efforts  made  by  this  committee 
during  the  paat  winter  is  available  in  the  reports  of  the  committee. 
Relief  provided  consisted  piincipally  in  publicly  supporting  the 
efforts  of  private  philanthropies  to  obtun  funds,  and  in  providing 
emergency  employment  through  temporaiy  workshops  organised 
through  volunteers  in  various  parts  of  the  city.  These  temporary 
workshops  employed  daily  a  maximum  of  5,000  people  and  were 
maintained  for  three  months  from  funds  provided  by  private  sub- 
scription. To  stimulate  employment  numerous  expedients  were 
attempted.  Employers  were  generally  appealed  to  by  cireular, 
public  meeting  and  conferences,  to  make  special  effort  to  furnish 
empl<Q'ment  either  by  dividing  work  between  a  larger  number  of 
employees  on  part  time  as  against  a  horizontal  reduction  of  the 
working  force,  by  manufacturing  goods  in  anticipation  of  prospec- 
tive demands,  or  by  giving  preference  in  employment  to  married 
employees.  These  appeals  bore  some  fruit,  but  running  as  they  did 
generally  against  the  business  interests  or  financial  ability  of  the 
employer,  they  did  not  materially  affect  employment  conditions. 
Similarly,  the  city,  state  and  national  governments  were  asked  to 
expedite  work  already  planned.  In  the  case  of  the  city  department 
heads  advanced  contemplated  work  so  that  it  might  be  performed 
during  the  period  of  greatest  stress. 

The  first  task  in  dealing  constructively  with  unemployment, 
of  course,  is  to  obtain  information  of  the  number  of  unemployed. 
This  waa  done  in  New  York  through  a  statistical  canvass  of  repre- 
sentative industries,  comparing  employment  conditions  of  1913 
with  those  of  1914,  made  by  officers  of  the  telephone  company  serving 
on  the  mayor's  committee,  and  by  means  of  an  inquiry  made  by  one 
of  the  large  industrial  insurance  companies  among  their  800,000 
New  York  City  policyholders.  The  computations  thus  made  based 
upon  the  nearly  two  and  one-half  million  industrial  workers  in  the 
city  led  to  the  conclusion  that  the  unemployed  totalled  somewhere 
between  350,000  and  400,000*  or  approximately  16  per  cent  of  the 
■A  dieok  oeuiu  made  under  the  direction  of  the  United  States  Bureau  of 
Labor  Stotiitica  ooOpemting  with  the  M&ym^a  Unemployment  Committee  in 
Febnuuy,  1916,  showed  that  this  figure  was  approximately  correct.  The  labor 
bareau  estimated  398,000  as  Om  number  of  workers  other  than  casual  workers 
unemployed. 
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total  Workers.  This  estimate,  however,  gives  ub  no  indication  of 
the  average  number  of  the  unemployed  in  so-caUed  normal  years, 
nor  what  proportion  of  this  total  is  seasonably  unemployed  or 
intermittently  unemployed.  Nor  was  this  total  divided  between 
male  and  female  workers,  or  minors  and  adults.  All  such  informa- 
tion should  r^ularly  be  obtained  by  federal  agencies  with  non- 
partisanship  and  zealous  regard  for  accuracy. 

For  the  purpose  of  this  discussion  the  aggregate  number  of 
unemployed  is  irrelevant  except  as  it  bears  upon  the  adequacy  of 
relief  measures  adopted,  and  serves  to  stimulate  community  interest 
not  easily  aroused  with  respect  to  small  questions.  There  are  those 
who  assume  a  fatalistic  attitude  towards  this  problem,  and,  reason- 
ing from  the  general  adventitious  character  of  all  classes  of  employ- 
ment, conclude  that  unemployment  can  only  be  dealt  with  by  the 
operation  of  the  little  understood  and  complex  processes  of  industry, 
business  and  trade.  These  are,  however,  decidedly  in  the  minority. 
It  is  clear,  I  think,  that  the  prevailing  public  opinion  of  America  is 
ready  to  support  a  constructive  program  for  such  alleviative,  pro- 
tective and  preventive  effort  as  may  be  instituted  to  minimize  the 
wide  fluctuations  in  opportunities  for  gaining  a  liveUhood  which 
occur  in  our  industrial  communities. 

Obviously,  clear  thinking  demands  that  we  separate  the  problem 
into  its  various  elements.  This  the  New  York  committee  has  done, 
and  is  seeking  to  develop  a  program  with  respect  to  e&ch  one  of  these 
elements,  which  are  substantially  as  follows: 

1.  JuTcnile  employees,  involving  industrial  and  vooationaJ  tcaiuii^;  and  voca- 
tional guidance; 

2.  Seaeonal  occupation; 

3.  Itinerant  workers,  vagrants  and  the  oonuderable  group  of  casual  workcn 
classed  as  boboee  and  described  as  homeless  men; 

4.  Unemployable  defectives  who  are  unable  to  sustain  prolonged  periods  of 
unemployment  and  who  are  unfitted  for  continuous  productivity; 

5.  Immigrants  whose  energies  and  pvticular  abilities  the  community  at  any 
particular  moment  ia  unable  to  absorb. 

6.  Unskilled  workera  thrown  out  of  employment  by  more  vigorous  and  lower 
paid  immigranta; 

7.  Clerical  and.  office  employees  whose  number  is  geno^y  in  excess  of  em- 
ployment opportunities  and  who  are  indiscriminately  developed  by  schools; 

8.  The  general  class  of  casual  workers  including  dock  taborers,  railroad  con- 
struction employees  and  oBsistants  in  building  operations,  etc,; 

9.  The  unemployed  reserve  of  workers  developed  in  the  process  of  adjustment, 
migration,  coming  to  working  age,  etc. 
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For  each  of  these  groups  special  methods  of  preventive  or 
alleviatory  action  must  be  devised.  In  practically  every  case  the 
relief  will  come  only  through  constructive  measures  and  persis- 
tent education.  In  this  work  effective  leadership  must  be  supplied 
either  by  the  state  or  federal  governments.  Individual  employers 
and  groups  of  employers  may  take  steps  to  regularize  industry 
through  the  reduction  of  seasonal  employment.  IlluBtrations  in  this 
field  are  furnished  by  several  industries  in  which  beginnings  at  least 
have  been  made,  such  as  the  Dennison  Manufacturing  Company, 
the  Plimpton  Press,  and  here  and  there  an  employer  in  the  garment 
trades.    But  regularization  is  still  prospective  rather  than  achieved. 

New  York  and  Boston  have  made  beginnings  in  the  systematic 
consideration  by  employers  of  employment  questions,  by  the  organ- 
ization of  employment  managers  associations  looking  to  the  devel- 
opment of  a  policy  of  employment,  especially  with  reference  to 
minors.  Involved  in  this  policy  is  the  cooperation  of  employers  - 
with  the  public  education  authorities  looking  to  cutting  down  on 
one  side  the  heedless  manufacture  of  unemployables  by  the  schools, 
and  on  the  other  side  to  checking  the  ruthless  discharge  of  employees 
for  varieties  of  preventable  causes. 

I  have  space  and  time  only  for  the  most  caauai  reference  to 
other  often  discussed  and  needed  measures  for  intelligent  treatment 
of  unemployment.  Very  adequate  programs  have  been  prepared  by 
Dr.  John  B.  Andrews,  secretary  of  the  American  Association  for 
Labor  L^slation,  and  by  Miss  Frances  A.  Kellor  in  her  recent  book 
Out  of  Work.  We  are  not  so  much  in  need  of  programs  as  we  are  of 
authoritative  leadership  and  resulting  effective  action. 

There  has  been  much  discussion  of  the  possibility  of  timing  pub- 
lic works  so  that  they  may  fill  the  gaps  of  customary  industrial 
inactivity.  This  can  be  done  if  ever  political  bodies  come,  as  they 
should,  to  feel  themselves  a  part  of  our  general  industrial  system. 

I  am  not  hopeful  of  great  benefit  Sowing  from  attempts  to 
divert  large  numbers  of  the  industrial  population  to  the  land.  Here 
and  there  state  departments  of  agriculture  have  made  effective 
beginnings  in  supplying  workers  from  cities  to  farmers,  but  this  will 
not  prove  successful  until  attention  is  given  to  conditions  of  rural 
employment  and  to  farm  life  such  as  has  been  from  time  to  time 
suggested,  but  has  not  yet  been  achieved. 

Of  all  the  constructive  plans  yet  suggested  susceptible  of  im- 
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mediate  adoption  the  one  that  has  met  the  moBt  general  approval 
relates  to  the  provision  of  a  federal  system  of  public  employment 
offices.  It  is  proposed  to  cofirdinate  this  national  plan  with  state 
and  local  officers.  This  plan  is  looked  on  askance  by  certain  groups 
and  leaders  of  organized  labor  on  the  very  proper  ground  of  its 
possible  perversion  into  an  immigrant  distribution  agency.  This 
danger  can,  however,  be  avoided  if  proper  superviMon  is  exercised 
over  the  administration  of  the  agencies.  Clearly  they  should  not  be 
used  to  break  down  wage  standards  through  the  arbitrary  importa- 
tion of  competitive  workers.  They  must  be  utilized  to  supplement 
a  national  policy  for  promoting  the  welfare  of  the  American  laborer 
as  expressed  in  the  recent  establishment  of  a  separate  department  of 
labor  in  the  federal  government.  |  America  is  pretty  generally  con- 
vinced at  all  events  that  the  time  has  come  to  supplant  organization 
for  confusion  in  the  methods  of  bringing  workers  and  work  together. 
This  conviction  has  spread  so  far  that  it  has  been  crystallized  in  a 
phrase  now  commonplace,  the  linking  of  the  "jobless  man  with  the 
manless  job."  The  next  Congress  will  undoubtedly  be  called  to 
give  very  earnest  attention  to  the  passE^e  of  a  bill  putting  into  e£Fect 
plans  for  a  national  system  of  employment  offices  formulated  by  the 
Industrial  Relations  Commission  or  some  other  branch  of  the  govern- 
ment. 

Unquestionably  we  shall  accept  as  the  next  step  the  results  of 
European  experience  and  establish  unemployment  insurance  as  a 
part  of  the  general  scheme  of  social  insurance.  We  cannot  assume 
that  any  regularization  in  the  periods  of  employment  and  in  the 
timing  of  public  works  wiU  offset  the  forces  which  now  operate  to 
produce  unemployment  at  certain  periods  in  the  year.  Unem- 
ployment will  continue  in  the  building  trades  and  other  operations 
which  are  affected  by  climatic  conditions.  Unemployment  will 
occur  individually  in  every  other  line  of  occupation  because  of  bum- 
ness  reverses,  the  operation  of  competition  now  placed  on  a  pedestal 
of  beneficence,  and  other  forces  whose  interplay  make  up  the  com- 
plexity of  our  industrial  life.  Against  these  conditions  there  are 
aVEulable  only  savings,  charity,  neighborly  or  family  help,  or  in- 
surance. My  own  conviction  is  that  the  principle  of  insurance  will 
be  applied  to  this  casual  but  reasonably  to  be  expected  element  in 
our  national  life  as  it  has  been  to  industrial  injuries.  There  awaits 
merely  sufficient  public  discussion,  agitation  and  leadership  to  put 
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into  effect  in  the  American  commonwealth  a  program  similar  to  the 
Liberal  program  of  the  British  government. 

The  other  measures  to  which  I  have  briefly  referred  must  con- 
tinue to  play  their  part  in  the  general  betterment  of  employment 
conditions,  but  their  effect  will  be  slowly  realized  and,  though  cumu- 
lative, they  cannot  be  counted  on  immediately  to  diminish  employ- 
ment disorganization. 

America  in  common  with  every  industrial  nation  must  look 
upon  employment,  namely  the  resumption  of  business  activity,  as 
the  chief  means  of  preventing  unemployment.  The  problem  con- 
fronting business  and  statesmanship  is  first,  the  maintenance  of 
industrial  activity,  second,  the  protection  of  workers  against  fluc- 
tuations in  employment  and,  finally,  the  better  organization  of  the 
available  working  forces.  America  must  more  consciously  plan  for 
the  welfare  of  its  workers,  for  after  all,  prosperity  aiid  national  expan- 
sion are  not  genuine  benefits  unless  they  include  a  general  better- 
ment of  employment  conditions.  The  causes  of  industrial  depression 
are  inevitably  involved  in  political  policies  and  must  inevitably  be 
dealt  with  in  political  discussion,  but  underlying  the  general  in- 
fluence of  governmental  policies  are  these  various  factors  of  employ- 
ment policies  and  conditions  which  must  be  dealt  with  primarily 
by  intelligent  employers,  organized  employees  and  finally  by  inter- 
ested communities  through  their  schools  and  other  public  agencies. 

It  is  time  for  us  in  America  to  recognize  that  we  are  substan- 
tially an  industrial  nation,  that  prosperity  is  not  perpetual,  and, 
under  our  present  industrial  system  there  ia  always,  even  in  times 
of  prosperity,  a  considerable  number  of  individuals  who  are  cast 
out  of  employment  or  who  are  unable  for  one  reason  or  another  to 
find  employment.  For  all  workers,  industrial  education,  vocational 
guidance  and  just  employment  policies  must  be  provided  and  devel- 
oped; for  workers  seeking  work  when  work  is  available,  employ- 
ment exchanges;  for  workers  periodically  out  of  work,  unemploy- 
ment insurance;  for  workers  cast  out  of  work  due  to  exceptional 
conditions  in  industry,  a  further  remedy  must  be  provided,  namely, 
some  form  of  relief.  The  best  form  of  relief  is  temporary  employ- 
ment. New  York's  experience  in  1915  indicates  the  dedrability  of 
providii:^  emergency  work  of  some  productive  character  organized 
cooperatively  or  on  the  basis  of  relief  from  which  the  unemployed 
may  derive  means  of  support  during  prolonged  periods  of  idleness. 
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This  work  must  be  of  such  a  character  that  it  will  not  tend  to  depress 
wages,  demoralize  the  workers,  or  lead  to  any  form  of  exploitation. 
This  temporary  employment  may  properly  be  provided  by  state, 
national  and  municipal  governments  and  through  private  contribu- 
tions. For  certain  classes  of  employees,  those  who  represent  the 
stable  working  forces  of  the  community,  this  relief  employment 
should  be  supported  by  employers  of  the  community,  collectively, 
on  the  theory  that  it  is  to  their  interest  to  muntain  an  efficient 
labor  community,  and  that  the  tiding  over  of  the  unemployed  dur- 
ing periods  of  prolonged  idleness  is  a  proper  charge  on  industry  to 
the  extent  that  those  unemployed  are  normally  and  regularly  par-' 
ticipants  in  the  established  industrial  activities  of  the  community. 

I  realize,  however,  that  in  all  probability  as  a  practical  mat- 
ter funds  for  this  purpose  must  be  provided  either  by  governments 
or  by  voluntary  subscription  of  the  chantable  public. 

Insurance  against  unemployment  must  be  a  matter  of  authori- 
tative governmental  arrangment.  Details  of  its  administration  will 
have  to  be  carefully  worked  out  to  apply  to  American  conditions. 

It  is  of  crucial  importance  that  the  nation  should  be  prepared  to 
deal  with  unemployment  along  some  substantial  lines  before  the 
next  crisis  appears.  There  is  now  wanting  a  common  practice  among 
neighboring  cities  in  regard  to  such  problems  as  vagrancy  and  home- 
less men.  States  and  cities  have  no  definite  policy  with  r^ard  to 
timing  public  works  to  assist  in  periods  of  distress  and  there  is  no 
systematic  interchange  of  information  between  state  departments 
of  agriculture  respecting'  farm  work  opportunities.  An  industrial 
nation,  we  are  dealing  with  this  industrial  problem  within  state 
lines  and  hence  are  dealing  with  it  ineEFectively  and  without  adequate 
comprehension. 

My  suggestion  is  that  the  situation  is  one  which  would  warrant 
the  Preudent  of  the  United  States  in  calling  togetber^vernors  and 
mayors  of  the  principal  industrial  states  and  cities  and  discussing 
with  them  a  national  program,  first,  of  immediate,  and  second,  of 
far-reaching  action.  This  can  be  done  without  creating  uneasiness 
in  the  minds  of  the  business  community  regarding  the  business  out- 
look. Unless  some  authoritative  consideration  is  given  to  this  ques- 
tion now,  we  shall  pass  through  another  period  of  floundering,  vain 
effort  and  wrangling  discussion. 
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To  Bummarise,  the  priccipal  pointa  that  I  have  attempted  to 
make  in  this  discussioii  are: 

1.  UnemploymeDt  is  now  generally  regarded  by  the  press,  by 
economista,  and  by  the  leaders  of  public  opinion  who  are  conren- 
iently  classed  as  publicists,  as  an  industrial  and  social  problem  and 
not  as  a  phase  of  the  poverty  or  charity  problem. 

2.  Unemployment,  though  exaggerated  in  times  of  industrial 
depression,  is  known  to  be  continuous  with  respect  to  large  numbers 
of  workers  and  recurrent  with  respect  to  so-called  seasonal  occupa- 
tions. 

3.  Temporary  expedients  and  makeshift  remedies  have  con- 
clufflvely  shown  themselves  to  be  inadequate. 

4.  Statesmanship  has  not  yet  included  unemployment  amoDg 
the  objects  of  its  concern,  and  state  and  national  governments  have 
for  the  most  part  failed  to  consider  or  to  equip  themselves  to  con- 
sider constructive  measures  in  respect  to  preventing  or  remedying 


5.  Industry  aa  such,  and  labor  as  such,  are  now  beginning  to 
give  thought  to  developing  and  putting  into  effect  measures  not 
only  to  mitigate  unemployment  but  measurably  to  prevent  its 
r^ular  recurrence.  But  without  aggressive  leadership  on  the  part 
of  government,  effective  measures  are  not  likely  to  be  adopted. 

6.  Enough  is  known  regarding  the  causes  and  nature  of  un- 
employment, and  enoi^  experience  has  been  gained  and  experi- 
ments tried  to  furnish  the  bans  for  courageous,  podtive  effort  on 
the  part  of  national  and  state  governments. 

7.  Although  effects  of  unemployment  manifest  themselves 
chiefly  in  cities,  cities  as  such  are  not  equipped  with  resources, 
influence,  or  contact  to  take  leadership  in  the  removal  of  causes  and 
the  provision  of  remedies.  But  city  governments  here  and  there 
are  recognizing  their  relation  to  the  industrial  life  of  their  com- 
munities, and  are  endeavoring  to  provide  means  for  promoting 
industrial  welfare,  including  the  relief  of  unemployment  and  the 
better  organization  of  the  labor  mu'ket  through  the  establishment 
of  employment  bureaus.  It  is  not  to  the  credit  of  state  and  federal 
governments  that  the  cities  have  to  date  furnished  leadership  which 
those  better  equipped  and  more  authoritative  governmental  agen- 
cies have  f^ed  to  supply. 

8.  No  single  plan  or  su^estion  will  be  adequate  to  cure  unem- 
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ployment.  What  can  be  done  is  to  regularize  work,  to  time  public 
works  to  St  into  industrial  gaps,  to  deal  separately  with  the  unem- 
ployed and  the  unemployable,  to  formulate  and  put  into  effect  a 
policy  with  regard  to  employment,  education,  social  insurance  and 
other  measures  that  will  put  the  nation  on  the  offensive  instead  of 
keeping  it  continuously  on  the  defensive  in  regard  to  thiB  most 
dangerous  of  all  its  enemies,  the  worklessness  of  willing  and  able 
workers. 

9.  Unemployment  is  inextricably  involved  in  the  general  in- 
dustrial conditions  of  the  country  which  are  affected  by  war,  radical 
changes  in  the  economic  policy  of  the  country,  disoiganizaUon  of 
industry  and  the  inevitable  conflicts  resulting  from  the  development 
of  an  economic  policy,  just  to  workers  as  well  as  to  employers  and 
acceptable  to  the  general  public.  But  there  is  only  delusion  in  the 
belief  that  all  unemployment  will  disappear  with  the  return  of  those 
conditions  which  we  habitually  sum  up  in  the  word  prosperity,  for 
these  reasons: 

a.  In  Domukl  times  the  labor  market  u  caatinuotuly  being  diwifiaiiised 
tbrouRh  the  lack  of  a  national  policy  with  regard  to  immigration; 

b.  The  workers  of  America  are  kept  in  ignorance  of  work  opportunitjee  at 
pointe  distant  from  thdr  places  of  abode  due  to  the  lack  of  an  adequate  system  of 
intelligence  regarding  employment  opportunities  throughout  their  immediate 
tocalitiee  and  in  more  remote  parts  of  the  country; 

e.  The  labor  market  is  still  regarded  as  an  ineochauetible  reservoir  to  be  treated 
much  as  we  have  traditionally  treated  other  great  national  resources.  Isolated 
seasonal  trades,  lack  of  training  in  industrial  and  numna-l  activities,  lack  of  vooa- 
tional  guidance,  and  incomplete  provision  of  public  employment  bureaus,  are  some 
of  the  continuing  causes  of  unemployment  which  it  is  possible  to  remedy  and  which 
prosperity  waves  do  not  obliterate. 

New  York  City,  the  states  of  New  York,  Massachusetts  and 
Wisconsin,  and  here  and  there  other  states,  have  established  a 
modern  system  of  employment  bureaus.  In  New  York  some  em- 
ployers are  turning  their  attention  to  the  continuing  problems  of  un- 
employment with  the  cooperation  of  workers  and  social  scientists. 

In  New  York,  through  the  Gary  committee  on  unemployment 
appointed  by  the  mayor,  facts  are  being  obtained  to  furnish  a  basis 
for  intelligent  thinking  about  a  problem  easily  shrouded  with  false 
impressions  and  vague  generalizations. 

What  is  now  needed  is  the  entrance  into  the  field  of  a  vigorous 
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national  agency  to  provide  facta,  suggestions  and  leadership,  making 
available  to  all  America  the  experience  of  the  world,  or  any  com- 
munity or  industrial  enterprise  in  America,  in  combating  this  most 
iniquitous  of  all  social  evils,  the  economic  ostracism  we  call  unem- 
ployment. 


Digitized  by  Google 


SOME  RECENT  SURVEYS  OF  UNEMPLOYMENT 

By  Royal  Mbekbb, 
Dnited  States  Commiaaioner  of  I^bor  Statietics. 

The  fact  is  that  in  this  country  we  have  a  very  complete  fm»d 
of  ignorance  on  the  question  of  unemploymeDt.  We  have  no,  or 
practically  no,  authentic  information  aa  to  what  the  normal  amount 
of  unemployment  is  in  this  countiy,  even  at  the  best  of  times.  We 
know  that  it  is  immensely  great,  much  greater  than  there  is  any 
excuse  for.  In  foreign  countries,  the  need  of  accurate  information 
as  to  the  quantity  of  unemployment  is  recognized;  in  this  country 
this  is  not  the  case. 

A  fairly  accurate  survey  was  made  to  determine  the  extent 
of  unemployment  in  New  York  during  the  winter  of  1914-1915, 
but  we  haven't  anything  in  previous  years  to  compare  with  the 
figures  obtained  in  that  survey.  We  do  not  know  what  the  unem- 
ployment situation  was  one  year  ago;  we  do  not  know  what  it  was 
in  1908;  we  do  not  know  what  it  was  in  1900;  we  do  not  know  what 
it  was  in  1894;  we  do  not  know  anything  accurately  about  the 
seasonal  fluctuations  in  employment.  We  know  that  unemploy- 
ment is  great  in  this  country,  much  greater  than  it  should  be. 
Further  than  that,  we  cannot  go. 

I  may  say  that  when  I  took  charge  of  the  Bureau  of  Labor 
Statistics,  I  very  speedily  discovered  that  so  far  as  the  Federal 
Bureau  was  concerned,  no  information  existed  as  to  the  amount  of 
unemployment  or  where  unemployment  existed.  Now  I  conceive 
that  it  is  the  first  job  of  the  Federal  Commissioner  of  Labor  Statistics 
to  know  that  very  thing.  I  have  been  racking  my  brain  trying  to 
devise  ways  and  means  by  which  I  can  get  some  line  upon  the 
amount  of  unemployment  from  month  to  month  in  every  important 
city  and  locality  in  the  United  States.  As  yet  I  am  still  racking. 
I  was  not  able  to  give  the  authorities  of  New  York  City  any  informa- 
tion as  to  the  number  of  the  unemployed  or  the  industries  that  were 
hardest  hit  by  the  depression  of  last  winter,  in  the  early  days  of  the 
winter  when  such  information  would  have  been  most  valuable. 
The  Mayor's  committee  on  unemployment  in  New  York  made  a 
very  accurate  estimate  of  the  amount  of  unemployment  in  1914 
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as  compared  with  1913,  through  the  medium  of  sending  out  letters 
of  ioquiry  to  employers  in  the  city.  I  must  say  that  the  figures 
obtained  were  staggering  to  me  because  they  seemed  to  indicate 
that  about  200,000  fewer  people  were  employed  in  1914  than  in 
1913  in  the  industries  in  New  York  City.  This  is  a  perfectly  stag- 
gering amount  of  unemployment  when  we  consider  that  1913  was 
an  abnormal  year.  That  was  the  year  when  for  the  first  time  un-7 
employment  was  invented  in  this  country.  Up  to  that  time  theV 
people  of  the  United  States  did  not  rect^nize  that  any  such  thing! 
as  unemployment  existed.  In  1913,  for  the  first  time,  a  meeting,] 
devoted  to  the  subject  of  unemployment,  was  held  under  the  aus^ 
pices  of  the  American  Association  for  Labor  Legislation,  the  first 
meeting  of  its  kind  ever  held  in  this  country — the  first  recognition, 
even  by  scientific  men,  that  unemployment  does  exist,  at  least  at 
times  in  this  country,  and  for  that  reason  1  say  that  unemployment 
was  invented  in  1913. 

Now  frankly  I  did  not  believe  that  200,000  fewer  people  were 
employed  in  New  York  City  in  the  week  ending  December  13,  1914, 
than  for  the  corresponding  week  one  year  earlier.  The  Metropoli- 
tan Life  Insurance  Company  took  hold  of  the  matter.  They  con- 
ducted an  investigation,  through  their  agents,  of  the  holders  of 
industrial  life  insurance  policies  in  New  York  City,  Their  figures 
seemed,  as  they  came  in,  to  corroborate  the  figures  obtained  by  the 
Mayor's  committee  on  unemployment.  This  seemed  to  be  rather 
convincing  evidence,  but  it  was  not  convincing  enough.  No  one 
knows  whether  the  Metropolitan  Life  Insurance  Company,  throi^h 
their  industrial  policies,  give  a  fair  picture  of  the  laboring  population 
of  the  city  of  New  York;  nobody  knows  whether  by  taking  the 
industrial  policyholders  of  that  city  one  would  get  a  fair  cross  section 
of  the  city..  Only  one  method  of  ascertcuning  unemployment  re- 
mained untried,  namely,  the  census  method.  It  seemed  advisable 
to  employ  this  means  to  check  up  the  results  obtained  by  the 
Mayor's  committee  and  the  Metropolitan  Life  Insurance  Company. 
A  complete  census  of  the  city  was  practically  impossible.  The 
police  were  thought  of  for  a  while  as  a  medium  of  making  such  a 
census  of  unemployment,  but  that  scheme  was  speedily  given  up. 

At  first  it  seemed  wholly  impracticable  for  the  Bureau  of  Labor 
Statistics  to  make  a  census  of  the  unemployed  in  the  city  of  New 
York,  because  of  the  large  number  of  agents  necessary  to  make  a 
canvass  sufficiently  extensive  to  represent  at  all  adequately  the 
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worldly  population  of  the  city.  A  census  of  the  unemployed  by 
the  method  of  sampling  was  made  possible  by  the  courtesy  and 
cooperation  of  the  Bureau  of  Immigration  and  the  New  York  City 
officials  who  generously  loaned  some  of  their  employees  to  the  Bu- 
reau of  Labor  StatiBtics  to  make  the  study.  I  was  thus  enabled  to 
relieve  some  of  the  unemployment.  The  Immigration  Bureau  was 
suffeiing  from  the  effects  of  the  European  war.  More  than  half  of 
the  inspectors  at  Ellis  Island  were  unemployed,  and  the  other  half 
did  not  have  enough  to  do.  I  gave  them  jobs  taking  the  census 
of  the  unemployed.  The  Bureau  of  Immigration  kindly  turned 
over  more  than  fifty  of  the  employees  stationed  at  Ellis  Island  to 
me,  and  I  used  them  in  making  a  census  of  the  city  of  New  York. 
We  did  not  make  a  haphazard  census;  we  used  brains  and  the  beat 
experience  avulable  in  mapping  out  the  census.  We  selected  one 
hundred  and  four  representative  city  blocks;  blocks  representing, 
first  of  all,  the  sections  inhabited  by  laboring  people.  We  selected 
blocks  with  a  view  to  representing  fairly  the  different  industrial 
elements  and  the  different  population  elements  in  the  city.  In 
addition  to  the  intensive  study  carried  on  by  means  of  the  employees 
of  the  Immigration  Bureau,  I  used  more  than  one  hundred  city 
employees  of  the  tenement  department,  which  the  city  of  New  York 
was  kind  enough  to  tiu-n  over  to  me.  I  set  these  men  at  work 
making  a  more  extensive  and  intensive  investigation.  Two  dwelling 
houses — whether  tenement  houses  or  private  houses,  it  mattered 
not — were  selected  in  each  of  more  than  1,700  blocks  throughout 
the  whole  of  Greater  New  York  where  laboring  people  live.  In 
that  way  we  got  returns  from  more  than  3,700  houses.  The  returns 
from  the  block  census  showed  a  higher  percentage  of  unemployment 
than  was  shown  in  the  investigation  of  selected  houses.  When  we 
got  out  into  the  more  suburban  and  rural  districts  of  New  York, 
we  found  a  smaller  percentage  of  unemployment.  We  found  in 
some  of  the  crowded  downtown  blocks  of  Manhattan  Island  an 
appalling  percent^e  of  unemployment;  in  some  blocks  as  high  as 
40  per  cent  of  the  wage-earners  were  totally  unemployed.  Farther 
up  the  Island  we  found  a  smaller  nercentage  of  unemployment.  I 
think  you  will  agree  with  me  that  it  was  a  perfectly  fair  census  and 
a  perfectly  representative  cross  section  of  the  working  classes  of 
New  York  City. 

The  investigation  proved  that  about  16.2  per  cent  of  the  wage- 
earning  population  was  unemployed,    Now  nobody  knows  what 
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percentage  of  tlie  wage-earning  population  was  unemployed  in  1913, 
in  1908,  in  1903,  in  1900,  or  in  any  other  year  that  you  may  select. 
We  cannot  find  this  out.  No  one  knows  how  many  people  were 
unemployed  in  1908,  but  I  suspect  about  as  large  a  proportion  of 
the  working  population  was  idle  in  that  year  as  during  the  winter 
of  1914^15.     We  do  not  know — this  is  simply  a  supposition. 

With  our  well-nigh  inexhaustible  resources  there  should  cer- 
tunly  be  in  this  country  a  lower  percentage  of  unemployment  than 
in  any  other  country  in  the  world.  That  this  is  not  the  case  is 
because  we  have  allowed  the  industrial  development  of  our  country 
to  proceed  in  a  haphazard,  unintelligent  manner.  We  have  not 
yet  recognized  the  fact  that  unemployment  exists  as  a  regular  con- 
dition in  carrying  on  many  of  our  industries.  It  is  absolutely  in- 
excusable that,  in  this  country,  with  practically  untouched  resources, 
where  the  population  is  relatively  scant,  we  should  have  a  larger 
percentage  of  unemployment,  in  all  probability,  than  exists  in  Great 
Britain,  Germany,  or  France,  countries  with  a  relatively  redundant 
population,  whose  resources  are  either  exhausted  or  on  the  way  to 
exhaustion.  In  this  country  unemployment  should  be  reduced  to 
the  irreducible  minimum. 

The  Bureau  of  Labor  Statistics  has  published  elaborate  statis- 
tics concerning  rates  of  wages  and  hours  of  work,  but  it  has  published 
almost  nothing  regarding  the  amount  of  unemployment  in  the  coun- 
try. Information  as  to  rates  of  wages  and  hours  of  work  is  very 
interesting  and  important,  but  the  fact  that  bricklayers  in  New 
York  City  are  being  paid  from  five  dollars  to  six  dollars  a  day  does 
not  pay  the  grocery  bills  of  those  men  who  do  not  have  employment 
as  bricklayers.  The  most  useful  information  for  the  Bureau  of 
Labor  Statistics  to  furnish  is  how  many  jobs  there  are  in  the  United 
States,  or  in  any  particular  locaUty  of  the  United  States ;  how  many 
people  there  are  available  for  these  jobs.  Information  as  to  un- 
employment is  of  first  importance — the  rate  of  wages,  the  hours  and 
conditions  of  employment  are  of  next  importance. 

The  Metropolitan  Life  Insurance  Company  found  from  the 
census  of  its  industrial  policyholders  that  about  18  per  cent  of  the 
laboring  population  of  New  York  City  was  out  of  work.  The  result 
of  the  study  I  made  showed  that  there  was  16.2  per  cent  unemployed, 
not  a  great  discrepancy.  This  slight  difference  may  be  explained 
in  two  ways.  First,  our  study  was  made  about  one  month  after 
the  census  of  the  Metropolitan  Life  Insurance  Company.    Things 
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at  that  time  were  on  the  upward  trend,  bo  it  was  to  be  expected  that 
our  study  would  show  a  smaller  percentage  of  unemployment. 
Second,  the  population  included  in  the  Metropolitan's  survey  was 
a  somewhat  different  population  from  that  included  in  our  census. 
Most  of  the  Metropolitan's  policyholders  are  in  the  middle  class  of 
the  laboring  population.  The  Company  probably  does  not  insure 
ae  large  a  proportion  of  highly  skilled  workers  who  receive  extra- 
ordinarily high  wages  as  of  workers  who  receive  moderate  wages, 
and  it  does  not  include  at  all  those  below  a  certain  wage  level,  those 
who  have  no  surplus  to  invest  even  in  industrial  insurance.  This 
might  account  in  part  for  the  slight  difference  of  1.8  points  in  un- 
employment. The  figures  corresponded  so  closely  that  I  was  willing 
to  ask  the  Metropolitan  Life  Insurance  Company  to  make  investigsr 
tions  in  other  places.  It  has  undertaken  a  census  of  unemployment 
in  fifteen  other  cities  of  the  country.  If  we  can  get  reliable  data 
as  to  unemployment  in  several  cities,  we  can  make  comparisons  in 
space,  even  if  we  cannot  make  comparisons  in  time.  This  should 
give  us  valuable  information  as  to  the  distribution  of  unemployment 
by  cities.  The  figures  have  been  gathered  and  are  being  tabu- 
lated, and  as  eoon  as  ready  will  be  given  out.^  The  complete  figures 
will  probably  not  be  published  until  after  July  1,  the  beginning  of 
the  next  fiscal  year,  as  no  funds  are  available  for  printing  more 
bulletins. 

This  is  merely  the  beginning  of  a  work  that  has  never  been 
undertaken  before.  The  only  way  to  handle  it  properly  is  for 
factory  owners  to  cooperate  with  state  departments  and  commis- 
sions of  labor  and  municipal  authorities  in  getting  at  the  amount  of 
unemployment.  The  problem  of  unemployment  has  never  been 
seriously  studied  in  this  country.  We  must  study  it  before  we  can 
hope  to  solve  it.  We  Americans  are  too  prone  to  solve  problems 
before  we  really  know  what  we  are  solving.  We  do  not  even  have 
the  problem  stated  in  terms  of  unknown  quantities  before  we  begin 
working  at  the  solution.  We  shall  never  come  near  to  a  solution  of 
unemployment  by  this  procedure.    We  must  know,  with  some  de- 

■  Since  the  itbove  address  was  delivered  the  data  below  on  unemiJoynieiit  in 
fifteen  dtiee  of  the  United  St&tee  have  been  given  to  the  pteee  by  the  U.  3.  Bureau 
of  Labor  Statistics.  A  canvass  was  made  during  March  and  the  first  part  of 
April,  1915,  which  followed  the  same  lines  as  the  Metropolitan's  study  of  unem- 
ployment in  New  York  City  and  vicinity.  The  familieB  holding  industrial  policies 
in  the  Metropolitan  Life  Insurance  Company  woe  visited  by  agents  of  that  Com- 
psny,  and  the  number  of  portly  and  iriioUy  unemployed  was  ascertained.  The 
informatitw  thus  collected  is  to  appear  abortly  as  a  bulletin  of  the  Bureau  of 
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gree  of  accuracy,  how  many  people  are  unemployed  in  the  United 
States  and  at  what  occupations  they  are  unemployed,  bo  to  aay. 
Otherwise,  how  are  we  to  know  what  the  demand  is  for,  let  us  say, 
carpenters,  and  the  available  supply  of  unemployed  carpenters  to 
meet  that  demand?  This  kind  of  information  is  known  to  the  labor 
exchanges  of  Great  Britain  and  Germany,  and  that  b  one  reason 
why,  with  all  their  handicaps,  these  countries  have  much  less  marked 
upa  and  downs  in  employment  than  we  do.  They  handle  unem- 
ptojmient  with  intelligence,  while  we  still  shut  our  eyes  to  facta  and 
go  blithely  forward  to  relieve  unemployment  in  each  recurring  crisis 
by  handing  out  bread  and  soup,  old  clothes  and  free  lodgings.  The 
people  must  be  brought  to  realize  that  work  is  the  only  sure  cure 
for  unemployment. 


Labor  Statwtioi.    In  the  foUowing  table  an  given 
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ThiB  table  lelates  to  part-time  woriters  as  well  as  to  the  wboUjr  unemployed, 
Tbe  survey  covered  15  cities  and  included  acensuB  of  390,881  families  in  which 
were  found  644,358  wage-earners.  Of  this  number,  73,800,  or  1 1.5  per  cent,  of  all 
wage-eamers  in  the  families  visited  were  wholly  unemployed,  and  in  addition 
thereto  106,662,  or  16.6  per  cent,  were  reported  as  part-time  workere.  The 
highest  percentage  of  unemployment  was  found  in  Duluth,  Minnesota,  where 
20.3  per  cent  of  the  wage-eamera  were  out  of  vrork  and  17.8  per  cent  were  woricing 
part-time  only.  The  loweat  percentage  of  unemployment  was  found  in  Bridge- 
port, Connecticut,  where  only  4.3  per  cent  were  unemployed,  but  19.9  per  cent  of 
all  wage-workers  were  reported  as  working  only  part-time. 

The  cities  showing  tike  largest  percentages  of  part-time  workers  were:  Wilke** 
Barre,  32.3  per  cent;  I^tteburgh,  29  per  cent;  Milwaukee,  28.0  per  cent;  Bridge- 
port, 10.9  per  cent;  Philadelphia,  19.6  per  cent;  Duluth,  17.8  per  cent;  Toledo, 
17JS  per  cent;  and  Boston,  17.3  per  cent.  The  percentage  for  all  IS  cities  com- 
bined was  16.6  per  cent. 
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THE  WAR  AND  IMXaGBATION 

Bt  Frank  Julian  Wasne,  Ph.D., 
Waabiugton,  D.  C. 

Those  innuinerable  streams  of  population  which  have  been 
flowing  from  the  #ast  reserroirs  of  peoples  in  Europe  and  which 
have  been  dralnibg  to  the  United  States  during  the  past  decade 
more  than  1,000,000  immigrantB  annually,  axe  today  temporarily 
shut  off  by  the  great  European  war.  Of  the  sources  of  the  lai^^est 
part  of  our  recent  immigration,  idl,  including  Italy,  are  now  in- 
volved in  the  war. 

Imm^ation  from  Eturope  in  1914  slightly  exceeded  1,058,000. 
As  much  as  four-fifths — more  than  800,000 — came  from  the  three 
countries,  Italy,  Austria-Hungary  and  Rusaa.  Naturally  one  con- 
cluffloD  is  that  comparatively  little  immigration  now  comes  from 
the  United  Kingdom,  Germany,  France,  all  of  which  are  involved 
in  the  war,  and  the  Scandinavian  countries.  This  corresponds 
with  the  facta.  Since  1880  there  has  taken  place  a  most  remarkable 
transformation  in  the  racial  composition  of  our  immigration  stream 
by  which  western  European  nationalities  of  Teutonic  and  Celtic 
stock  gave  place  to  those  from  scitheastem  Europe  of  Slavonic, 
Lettic,  Italic,  Finnic  and  Chaldean  descent — ^from  the  peoples  of 
Germany,  Ireland,  England,  Scotland,  Wales,  and  the  Scandinavian 
countries  to  those  from  Rusma,  Austria-Hungary,  and  Italy. 

Of  the  total  arrivals  from  among  those  groups  giving  to  us  the 
greater  part  of  our  immigration  in  1914,  Italians  were  the  most 
numerous.  Their  proportion  was  more  than  one-third,  their  num- 
ber exceeded  296,000.  Hebrews  came  next  with  a  porportion  of 
16  per  cent — 138,000.  Polish  immigrants  were  nearly  fifteen  out 
of  every  one  hundred — a  total  of  nearly  123,000.  Russians  and 
Magyars  came  to  5  per  cent  each — to  about  45,000.  These  five 
groups  account  for  more  than  four-fifths  of  our  last  yearly  immi- 
gration from  Europe.  Croatiane  and  Slovenians,  Rutheuians, 
Slovaks,  Roumanians,  Lithuanians,  Finns,  and  Bohemians  and 
Moravians  were  numerically  in  the  order  given. 

A  characteristic  feature  of  most  of  this  immigration,  and  espe- 


Digitized  by  Google 


Thb  Wab  and  luWaRATIOH  31 

cially  that  from  Austria-Hungary  and  Rusaia,  is  the  fact  that  only 
a  very  small  proportion  is  of  the  race  politically  dominant  in  the 
countries  from  which  it  comes.  Virtually  all  our  immigration  from 
Russia,  for  instance, — -as  much  as  ninety-seven  out  of  every  one 
hundred— is  non-Russian;  it  is  Jewish,  Polish,  Lithuanian,  German, 
Finnish  and  Lettish.  The  last  census  enumeration  of  our  foreign 
bom  from  Russia  shows  that  more  than  one-half — nearly  fifty-two 
out  of  every  one  hundred — have  Yiddish  and  Hebrew  for  their 
mother  tongue.  More  than  one-fourth  speak  Polish.  Lithuanian 
and  German  come  next  in  order  as  the  mother  tongue  of  our  foreign 
bom  from  Russia.  Those  speaking  Russian  amomit  to  3  per  cent 
only  of  all  those  here  reporting  Rusua  as  their  country  of  birth. 

The  correct  interpretation  of  these  facts  flows  naturally  from 
their  mere  presentation.  Economic  distress  accompanies  govern- 
mental oppression,  with  its  usual  political,  religious  and  social  per- 
secution based  upon  racial  antipathies,  especially  where  one  race 
becomes  entrenched  in  power  over  subject  races.  This  explfuns 
and  will  continue  as  the  explanation  of  much  of  our  immigration. 
Racial  animosities  expressed  throi^h  governmental  acts  are  often 
cruel  and  insufTerable  and  result  in  emigration  wherever  such  escape 
is  possible.  This  rule  by  a  dominant  and  different  race  nearly 
always  brings  about  harsh  economic  conditions  to  the  subject  races. 

Somewhat  the  same  situation  as  exists  in  Russia  is  found  also 
in  Austria-Hungary.  In  Austrw  where  the  German  and  in  Hun- 
gary where  the  Magyar  is  politically  dominant  over  the  Slav  and 
other  races,  intolerable  economic  conditions  are  the  lot  of  the  sub- 
ject races.  The  Pole  is  oppressed  as  much  by  the  Austrian  as  by 
the  Russian  and  German;  the  Slovenian  and  Servian  suffer  also 
from  the  Austrian;  the  Slovak  from  the  Magyar;  the  Jew  is  per- 
secuted by  all.  Among  our  foreign  bom  from  Austria,  at  the  taking 
of  the  last  census,  more  than  on&-fourth  reported  Polish  as  their 
mother  tongue,  while  others  spoke  Bohemian,  German,  Yiddish, 
and  Slovenian.  The  Poles  occupy  a  prominent  place  among  those 
contributing  to  our  foreign  bom,  the  number  here  now  exceeding 
938,000.  The  largest  numbei^-neariy  one-halt  of  the  total— came 
from  Russia,  and  the  next  largest  from  Austria. 

In  the  states  of  the  Balkan  Peninsula  and  in  both  European 
and  Asiatic  Turkey  somewhat  similar  conditions  are  responsible  for 
emigration.    In  the  Balkan  States  we  only  recently  witnessed  the 
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population  rebelling  iigainst  Turkish  misrule.  The  immigration 
to  the  United  States  from  Turkey  in  Europe  includes  principally 
Greeks,  Bulgarians,  Servians,  Montenegrins,  Hebrews,  Turks  and 
Armenians.  The  coming  of  the  Armenians  dates  from  the  Kurdish 
atrocities,  which  were  marked  by  horrible  butcheries  and  massacres. 
Our  immigration  from  Turkey  in  Asia  is  comprised  most  largely  of 
Greeks,  with  a  sprinkling  of  Turks  and  Hebrews. 

'  All  this  being  true  it  is  not  difficult  to  answer  the  question  as  to 
,  the  effect  of  the  present  war  upon  future  European  immigration 
'  to  the  United  States.  Changes  in  sovereignty  and  in  geographical 
boundaries  wili  be  followed  by  repressive  and  oppressive  measures 
designed  among  other  things  to  wipe  out  national  memori^,  racial 
traditions,  and  even  to  prevent  the  use  of  mother  tongues.  Not 
to  expect  these  things  would  be  to  assume  a  sudden  and  remarkable 
transformation  in  the  fundamentals  of  race  domination.  Nor  can 
we  expect  a  discontinuance  of  those  racial  factors  which  have  given 
us  so  much  of  our  past  immigration. 

The  effect  then  of  the  present  war  will  be  to  continue  immigra- 
tion to  our  shores.  I  know  there  are  those  who  believe  that  the 
effect  of  the  war  will  be  to  diminish  the  immigration  flood.  But 
such  an  opinion  is  contrary  to  the  facts  of  history,  and  when  we 
try  to  raise  the  curtain  separating  the  present  from  the  future 
and  to  peer  into  that  future,  I  submit  that  history  is  a  much  better 
guide  than  personal  opinion. 

Every  European  war  during  the  past  one  hundred  years  has  been 
followed  by  increased  immigration  to  the  United  States.  The 
struggles  of  the  Napoleonic  period  were  the  first  of  these,  and  fol- 
lowing their  termination  there  swept  onto  our  shores  the  first  lai^e 
volume  of  immigration.  Next  came  the  wars  of  the  European 
revolutionary  period  when  the  oppressed  populations,  freed  by  the 
corporal-emperor  from  the  age-long  superstition  of  the  divine 
right  of  kings,  attempted  to  throw  off  the  yoke  of  monarchy.  Being 
mostly  unsuccessful  these  also  resulted  in  increased  immigration  to 
the  United  States.  Among  these  were  the  Polish  revolution  sg^nat 
Russia,  that  of  the  Bohemians  ^^nst  Germany,  the  Hungarian 
revolution,  the  Belgian  insurrection,  the  wars  of  Italy,  and  the 
revolutionary  outbreaks  in  Germany.  The  great  wars  of  Prussia 
in  the  mxties  and  seventies  against  the  Danes,  then  the  Austrians, 
and  later  the  French,  also  increased  our  immigration. 
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When  the  present  great  war  is  at  an  end — when  the  popula- 
tions of  Europe  are  released  from  fighting  and  freed  from  the  mana- 
cles of  militarism — when  they  are  at  liberty  to  take  up  again  their 
peaceful  occupations — Europe  will  not  be  what  it  was  before  the 
war  began.  Economic  maladjustment  will  have  set  in,  burden- 
some taxes  with  which  to  meet  the  cost  of  the  stru^e  will  be  levied 
by  all  the  govermnents ;  capital  will  have  been  destroyed,  even 
anticipated  income  will  have  been  spent,  and  harsh  economic  condi- 
tions will  ensue  among  the  people.  Economic  distress  will  be 
inevitable.  All  this  ie  no  prophecy.  It  is  merely  the  teaching  of 
past  wars. 

But  it  is  not  so  much  the  situation  in  Europe  following  this 
war  as  the  conditions  in  the  United  States  that  must  be  regarded 
as  the  determining  factor  in  considering  the  probabilities  as  to  future 
imuiigration. 

There  are  many  disputed  points  about  immigration  but  it  can- 
not be  disputed  that  present-day  immigration  moves  and  is  governed 
by  economic  conditions  in  and  the  facilities  for  reaching  the  country 
to  which  the  alien  migrates  more  than  by  adverse  conditions  in  his 
home  country.  Both  the  statistics  of  emigration  of  any  particular 
country  and  those  of  immigration  and  emigration  of  the  United 
States  government  prove  this  conclusively.  Nearly  every  report; 
upon  emigration  from  Europe  made  by  United  States  consuls 
substantiates  this  statement. 

The  extremely  close  relation  which  the  development  of  ocean 
transportation  has  brought  about  between  European  countries  and 
the  United  States  has  made  the  masses  of  Europe  peculiarly  sensi- 
tive to  the  economic  and  especially  the  industrial  conditions  in  this 
country.  It  has  in  particular  affected,  and  continues  to  affect  even 
more  strikingly  than  formerly,  the  volume  of  our  immigration.  At 
the  present  time  immigration  reflects,  with  the  accuracy  of  a  tide 
gauge,  the  rise  and  fall  in  our  industrial  prosperity.  If  one  knew 
nothing  at  all  about  our  panics  and  periods  of  business  revival,  he 
would  be  able  to  tell  the  years  of  their  occurrence  and  the  length  of 
time  their  effects  continued  merely  by  studying  closely  the  statistics 
of  immigration.  This  is  much  more  true  today  than  in  years  past. 
It  is  to  be  expected  that  at  the  close  of  the  war  the  great  trans- 
Atlantic  steamships,  which  have  become  mere  ferry  boats  plying 
between  the  two  ddes  of  the  Atlantic,  in  that  the  immigrant  can 
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now  reach  the  United  States  within  at  most  ten  days  or  two  weeks, 
will  resume  thdr  trade. 

And  when  they  do  they  will  be  confronted  by  one  of  the  most 
remarkable  induBtrial  revivals  this  country  has  ever  experienced. 
It  would  take  too  long  and  try  your  patience  too  much  to  attempt 
to  introduce  here  the  evidence  on  this  point.  All  we  have  to  do, 
however,  to  be  convinced,  is  to  remember  that  this  is  not  the  Mil- 
lennium; that  the  United  States  has  hardly  b^un  the  development 
of  its  material  resources;  that  these  are  in  such  abundance  as  to 
give  to  us  wealth  beyond  human  comprehension;  that  there  is  a 
Tomorrow  when  the  enormous  amount  of  capital  now  being  de- 
stroyed will  be  replaced;  that  this  country  even  under  the  stress 
of  European  war  conditions  is  accumulating  a  surplus  of  capital 
unprecedented  in  its  history  and  that  this  capital,  when  released 
from  the  fetters  of  fear,  will  start  industry  and  budness  on  an  era 
of  development  and  expansion  which  will  more  than  make  up  for 
the  present  period  of  retardation. 

When  this  time  comes — and  it  is  just  around  the  corner — 
accompanied  by  adverse  economic  conditions  among  the  workers 
in  European  countries,  the  possibilities  and  opportunities  the  United 
States  will  have  to  offer  to  the  unskilled  worker  will  be  much  better 
than  those  that  are  to  prevail  in  any  of  the  countries  from  which 
we  have  been  drawing  the  largest  part  of  our  immigration. 

But,  say  some,  you  must  take  into  consideration  the  fact  that 
the  lai^e  number  of  soldiers  being  killed  in  the  war  will  result  in 
decrea^g  the  population  there  is  to  draw  upon  and  this  in  itself 
will  result  in  a  diminished  immigration.  Whether  a  fact  is  im- 
portant depends  upon  the  other  fact  by  which  you  measure  it. 
When  we  are  told  that  ten,  fifteen,  or  twenty  thousand  men  in  the 
very  prime  of  life  have  been  killed  in  a  bloody  battle  we  shudder 
with  horror  and  magnify  the  importance  of  the  number.  But  con- 
sidered only  numerically  all  the  thousands  that  have  been  and  are 
still  to  be  destroyed  by  the  war  are  insignificant  when  compared 
with  the  fact  that  the  great  reservoirs  of  peoples  from  which  we 
have  been  drawing  most  of  our  immigrants — such  countries  as 
Russia,  Austria-Hungary,  Italy,  Greece,  Roumania,  Servia,  Bul- 
garia, and  Turkey — that  these  reservoirs  have  a  combined  popula- 
tion in  excess  of  291,000,000.  This  is  about  two  and  one-fourth 
times  the  entire  population  of  England,  Ireland,  Scotland,  Wales, 
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Genuany,  Norway,  Sweden,  Denmark,  Holland,  Belgium,  and 
Switzerland — the  western  European  sources  of  our  earlier  immigra- 
tion. These  vast  reservoirs  of  peoples  have  so  far  barely  been  even 
tapped  by  the  large  immigration  streams  that  in  recent  years  have 
been  flowing  from  some  of  them  into  the  United  States. 

Ruesia,  for  instance,  has  an  enormous  annual  increase  in  the 
number  of  its  inhabitants.  It  ia  true  the  government  has  erected 
barriers  against  Slavic  emigration.  But  the  experience  of  that 
country  is  very  likely  to  repeat  that  of  other  European  countriee 
which  have  attempted  by  governmental  regulation  to  keep  their 
people  at  home  when  stronger  economic  forces  are  at  work  among 
them  drawing  them  to  the  United  States.  At  present  we  rec^ve 
comparatively  few  Slavs  from  Russia.  As  to  om-  total  Russian 
foreign  bom  of  1,732,000  by  far  the  greater  part  came  during  the 
ten  years  of  the  last  census  period.  In  view  of  the  posmbility  that 
the  sluices  now  retaining  the  vast  multitude  of  Slavs  within  the 
empire  are  to  be  Tused,  we  must  be  prepared  to  meet  the  pouring 
forth  of  a  flood  of  emigrants  the  like  of  which  the  world  has  never 
seen  and  which  will  make  our  recent  large  immigration  appear  inug- 
nificant. 

Again,  Austria-Hungary  has  a  population  of  about  47,000,000, 
some  5,000,000  more  than  England,  Ireland,  Scotland  and  Wales. 
Today  it  already  holds  third  place  among  the  countries  of  the  world 
contributing  to  our  for^gn  bom  population.  And  immigration 
from  that  country  had  only  just  begun  before  the  war  opened.  Of  " 
the  total  of  more  than  3,000,000  arrivals  from  Austria-Hungary 
since  1S60  more  than  2,000,000  came  during  the  ten  years  only 
preceding  1910.  All  indications  point  to  a  continuance  of  this  large 
immigration  from  Austria-Hungar^  at  the  close  of  the  war.  Some- 
what similar  statements  are  tme  of  Italian  immigration  to  this 
country. 

Conjecturing  in  The  American  Commonwealth  as  to  the  future 
of  inmiigration  Mr.  James  Bryce  says: 

It  maj',  therefore,  be  expected  that  the  natives  of  these  parts  of  Europe, 
Buoh  BB  RuMia,  Poland,  and  South  Italy,  where  wages  are  lowest  and  oonditions 
least  promiaing,  will  oontinue  their  movemait  to  the  United  States  until  then 
is  a  nearw  approach  to  an  equilibrium  between  the  genera)  attractiveness  of  life 
tor  the  poorer  classes  in  the  Old  Wwld  uid  in  the  New, 
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European  and  Asiatic  Turkey  have  a  population  of  24,000,000, 
Persia  of  nearly  8,000,000,  Roumania  of  6,000,000,  Bulgaria  of  not 
quite  4,000,000,  and  Servia  of  about  3,000,000.  These  countriea 
also  show  recent  increases  in  their  immigration  to  the  United  States. 
The  foreign  born  here  from  Roumania,  for  instance,  increased  more 
than  fourfold  the  last  census  period—from  about  15,000  to  nearly 
66,000.  Bulgaria,  Servia,  Montenegro,  and  Turkey  not  specified, 
bad  a  combined  population  in  this  country  in  1910  in  excess  of 
26,000,  whereas  ten  years  before  it  was  not  of  sufficient  importance 
to  be  enumerated  separately  by  the  census.  The  immigration 
from  Bulgaria,  Servia,  and  Montenegro  in  a  single  year  rose  to  more 
than  27,000.  During  the  ten  years  preceding  1910  our  foreign  bom 
from  Turkey  in  Europe  increased  from  less  than  10,000  to  nearly 
29,000.  Turkey  in  Asia  gave  us  a  foreign  bom  population  in  1910 
of  almost  60,000,  whereas  ten  years  before  there  was  none  enumer- 
ated by  the  census. 

There  is  the  possibihty,  yes,  even  the  probability,  that  within  the 
coining  years  these  races,  now  comparatively  strangers  among  our 
foreign  born  population,  may  become  as  numerous  in  the  United 
States  as  have  those  from  Russia,  Austria-Hungary  and  Italy  in 
the  decade  just  closed. 

Thus  in  southern  and  eastern  Europe  and  western  Asia  great 
reservoirs  of  races  and  peoples  were  recently  beginning  to  be  tapped 
by  the  ocean  steamship  lines.  No  one  can  conceive  for  these  racial 
groups  any  ji^pssible  betterment  in  their  economic  condition  grow- 
ing out  of  the  present  war.  If  anything  it  will  be  worse,  not  better, 
and  such  as  to  increase  their  emigration. 

lo  consequence  immigration  to  the  United  States  for  the  com- 
ing  years  promises  to  be  in  even  greater  volume  than  that  of  the 
past  decade  and  more.  The  larger  part  of  it — virtually  all  of  it — 
will  come  from  countries  where  the  standard  of  living  of  the  masses 
is  very  little  if  any  above  the  mere  cost  of  the  coarsest  subsistence. 
Unrestricted,  this  immigration  will  continue  indefinitely  until  more 
of  an  equilibrium  is  established  between  the  low  economic  rewards 
of  toilers  in  those  countries  and  the  higher  compensation  to  the 
workers  in  our  own  democratic  society.  This  result  can  come  about 
only  through  a  slow  and  gradual  process  of  economic  adjustment. 
It  will  mean  to  our  citizen-workers  a  low  wage  and  a  low  standard 
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of  living  that  are  not  in  conformity  with  the  proper  development  of 
a  democratic  society  and  republican  institutions. 

It  means  even  more.  It  means  that  at  this  critical  period  it 
IB  imperative  for  us  "as  a  people  whose  earlier  hopes  have  been 
shocked  by  the  hard  blows  of  experience,"  to  pause  and  take  invoice 
"of  the  heterogeneous  stocks  of  humanity  th&t  we  have  admitted 
to  the  management  of  our  great  political  enterprise."  Not  only  to 
pause  and  take  invoice  but  also  to  examine  carefully  what  it  is  that 
this  immigration  is  doing  to  our  democratic  institutions.  Do  not 
the  pitifully  low  wages  p^d  in  many  of  our  industries  and  the 
physically  injurious  low  standard  of  living  of  the  workers  in  many 
of  our  industrial  centers  mean  anything  to  you?  Does  not  unem- 
ployment, such  as  was  so  shockingly  in  evidence  in  sll  our  large 
cities  the  past  winter,  indicate  to  you  that  there  is  something  wrong 
somewhere?  Do  not  child-labor,  the  industrial  labor  of  women, 
the  congestion  of  population,  long  hours  of  work,  the  rising  death-toll 
from  preventable  accidents  and  occupational  diseases,  the  start- 
ling increase  in  poverty  among  our  industrial  classes,  the  discard- 
ing by  our  industries  of  men  in  their  forties  for  the  labor  of  the  much 
younger  immigrants—do  not  these  raise  up  in  your  mind  any  rela- 
tion to  immigration?  The  fact  is  there  is  a  relation,  a  very  close 
relation,  between  these  social  horrors  and  immigration. 

There  ia  one  possible  event  that  alone  will  stop  this  threaten- 
ing inundation.  This  is  restrictive  legislation  by  the  Congress  "- 
approved  by  the  President  of  the  United  States.  These  represen- 
tatives of  the  American  people  can  control  the  effects  of  those 
economic  forces  that  otherwise  are  to  give  to  us  this  increasing  immi- 
gration of  the  future.  Is  not  the  present  a  most  opportune  time 
for  such  action?  Should  not  we  as  a  people  stop  at  least  a  moment 
in  our  mad  rush  after  mere  wealth  and  take  the  time  and  exercise 
the  forethought  necessary  to  put  our  house  in  order  so  far  as  it  is 
being  disordered  by  immigration? 

With  the  tremendous  interests  at  stake  in  the  present  great 
European  war,  with  the  upheaval  in  the  social  and  economic  life  of 
the  European  populations,  and  with  the  interruption  to  ocean  travel, 
immigration  is  now  at  its  lowest  ebb  tide.  During  the  ten  months 
following  the  declaration  of  war — from  July  to  May — 373,000  im- 
migrant aliens  arrived  in  this  country.  Of  this  total,  those  com- 
ing in  July  and  August  alone,  and  who  had  started  on  their 
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way  before  the  war  began,  amounted  to  aa  much  as  33  per  cent< 
These  373,000  immigraDta  comprise  the  smallest  number  arriving 
in  any  like  period  of  which  we  have  a  record.  They  are  818,000 
fewer  than  for  the  same  months  of  the  precedii^  year  and  691,000 
fewer  than  in  1913.  They  are  107,000  fewer  than  one-half  their 
number  would  have  been  but  for  the  war  if  measured  by  the  aver- 
age of  the  period  for  the  past  seven  years.  It  is  clear  from  these 
statistics  that  the  temporary  effect  of  the  war  has  been  to  diminish 
the  number  of  incoming  aliens. 

The  war  has  also  had  an  effect  upon  emigration,  and  this  effect 
has  been  to  give  us  an  increase  in  the  number  of  aliens.  It  haa 
reduced  the  number  of  outgoing  aliens  to  less  than  they  would  have 
been  under  ordinary  circumstances;  that  is,  it  has  had  the  effect 
of  keeping  in  the  United  States  many  immigrants  who  otherwise 
would  have  returned  to  Europe.  Every  one  of  the  ten  months 
to  May,  with  the  sii^e  exception  of  August,  shows  less  emigra- 
tion than  in  the  same  months  of  the  preceding  year  and,  excepting 
July  and  August,  less  than  in  1913.  Since  July  the  number  of  de- 
puting aliens  has  been  about  345,000,  which  is  248,000  fewer  than 
during  the  eame  period  in  1908  and  less  than  that  of  the  same  months 
in  any  of  the  last  four  years.  It  is  about  152,000  less  than  the 
average  for  the  same  ten  months  for  the  past  seven  years.  This 
explains  in  part  the  unusual  seriousness  of  the  unemployed  problem 
which  was  so  acute  in  our  large  eastern  dties  the  past  winter,  many 
of  the  ^ens  who  but  for  the  war  would  have  returned  to  th^ 
European  homes  being  compelled  to  remain  here. 

Immigration  has  steadily  declined  ranee  the  outbreak  of  the 
war  until  in  April  it  was  not  one-fourth  what  it  was  in  April,  1914, 
the  decrease  being  from  more  than  142,000  to  about  32,000  monthly 
arrivals.  Emigration  also  has  decreased — ^from  about  50,000  in 
April,  1914,  to  about  18,000  in  April,  1915.  For  the  months  of 
August,  November,  December  and  January,  emigration  exceeded 
imjn^ation  by  more  than  34,000 — that  is,  this  many  more  de- 
parted than  arrived. 

We  should  take  advantage  of  today's  temporary  cessation  in 
immigration  to  erect  proper  means  of  defense  against  the  probable 
inundation  of  tomorrow.  And  as  a  part  of  these  measiues  of  de- 
fense there  should  be  created  by  federal  legislation  such  govern- 
mental machinery  as  will,  in  codperation  with  state  and  private 
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employment  bureaus,  give  us  in  the  future  a  more  or  loss  accurate 
measurement  of  the  anticipated  needs  of  American  induBtries  for 
this  rough,  unakilled  immigrant  labor  at  the  standard  or  American 
rate  of  wages.  The  demand  being  thus  ascertained  the  supply  can 
be  regulated  to  this  measurement  by  legislative  enactment  through 
already  existing  administrative  machinery.  Id  this  way  the  present 
haphasard  system,  which  now  invariably  operates  to  produce  an 
over-supply  of  this  labor  in  all  our  industrial  centers,  can  be  coordi- 
nated and  made  to  work  for  our  common  good  instead  of  to  our 
social  injury.  Ah-eady  we  have  the  nucleus  around  which  this 
machinery  can  be  built.  This  is  the  Dividon  of  Information  of  the 
Bureau  of  Immigration  of  the  Department  of  Labor  of  the  United 
States  government.  In  addition  to  its  reorganization  along  the  lines 
indicated,  it  should  be  ^ven  supervidon  over  all  private  employ- 
ment ^encies  and  so-called  labor  exchai^ea  engaged  in  interstate 
commerce. 

In  the  face  of  the  facts  should  we  not  subordinate  sympathy 
for  the  immigrant  to  that  humanitarianism  which  holds  that  Amer- 
ica's highest  duty  to  mankind  is  to  make  the  great  experiment  of 
an  educated  democracy  the  most  triumphant  success  that  can  pos- 
sibly be  attained?  Shall  we  permit  sympathy  for  the  immigrant  to 
determine  our  decision  hb  to  the  proper  course  we  should  take  in 
our  policy  towards  future  immigration?  By  all  means  this  great 
movement  of  peoples  should  be  restricted  by  legislation  within  the 
narrow  channel  of  the  legitimate  demand  of  our  industries  for  un- 
skilled labor.  It  should  not  be  permitted  any  longer  to  rush  in 
helter-skelter  to  flood  our  American  industries  with  its  cheap  labor 
and  our  industrial  centers  with  its  low  standard  of  living. 


Digitized  by  Google 


UNEMPLOYMENT  AND  IMMIGRATION 

Bt  Fbances  a.  Kbllob, 
Vice-Chaiiman,  Committee  for  ImmiEranta  in  America,  New  Yoik. 

We  knew  in  the  winter  of  1914  before  the  war  that  one  out  of 
every  eight  wage-earnera  in  some  of  our  cities  had  become  unem- 
ployed; we  know  in  1915  that  one  out  of  every  five  wage-earners 
can  become  unemployed  when  a  great  international  crisis  disturbs 
our  foreign  markets.  These  are  not  paupers,  vagrants  and  unem- 
ployables.  They  are  men  and  women  willing  and  able  to  work, 
idle  through  no  fault  of  their  own. 

How  much  more  do  we  need  to  know  to  do  something  more 
fundamental  than  start  bread  lines,  temporary  work  shops,  or  ask- 
ing full  time  men  to  work  half  time  or  to  receive  less  pay?  How 
much  longer  will  we  rely  upon  charitable  societies  and  relief  funds 
collected  by  personal  appeals,  fetes,  dinners,  balls  and  other  enter- 
tainments to  feed  and  clothe  the  imemployed?  Is  it  not  ironical 
ithat  we  depend  so  largely  upon  entertainmenta  to  keep  people  from 
,  freezing  and  starving  to  death?  The  proceeds  of  a  circus  are  today 
{paying  the  wages  of  helpless  women  in  New  York  City,  and  this  is 
'  typical  of  the  country. 

A  national  administration  reluctant  to  face  a  situation  which 
may  turn  out  to  have  political  significance  answers  the  appeals  of 
American  citizens  by  throttling  the  bills  providing  relief,  by  order- 
ing a  census  to  interpret  the  suffering  in  terms  of  statistical  tables, 
and  by  indirectly  establishing  federal  employment  bureaus,  after 
the  crisis  was  over. 

The  states  have  done  little  better.  They,  too,  are  in  the  grip 
of  a  reaction  which  sees  political  danger  in  recognizing  the  evil,  and 
political  success  in  doing  nothing  about  it. 

We  should  be  chiefiy  concerned  not  with  our  meager  accom- 
plishments but  with  what  we  shall  do  next  year.  Even  with  a 
sudden  increase  in  prosperity,  unemployment  is  a  continuing  prob- 
lem, and  I  venture  to  make  some  suggestions  that  we  can  think 
about  putting  into  a  real  program  of  action  before  the  relief  demands 
ftbsorb  our  energies  again, 
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1.  Separate  politics  and  unemploymeDt  in  action  aa  well  as 
in  theory.  Deal  with  unemployment  ae  an  industrial  problem 
fearlessly,  regardless  of  its  effect  upon  political  fortunes.  Nation- 
ally we  did  not  do  this  in  either  1913  or  1914. 

2.  Organize  the  labor  market  by  establishing  government  bureaus 
and  regulating  private  agencies.  This  is  only  a  small  part  of  the 
work.  Employers  will  use  them  only  when  convinced  of  their  effi- 
ciency and  impartiality.  Their  cooperation  is  vital.  How  vital,  the 
Detroit  Chamber  of  Commerce  illustrated  in  its  employment  bureau 
conducted  this  winter.  In  the  one  month  for  which  the  complete 
record  is  available,  it  placed  17  per  cent  of  its  applicants  when  other 
bureaus  were  averaging  less  than  5  per  cent,  and  it  showed  that  the 
number  retained  in  jobs  on  the  strength  of  ita  appeal  equalled  the  num- 
ber of  applicants  for  the  month,  over  15,000. 

3.  Apportion  the  field  of  effort — do  not  have  the  government 
doing  the  work  of  philanthropy,  or  philanthropy  running  the  busi- 
ness of  government,  and  do  not  have  either  of  them  take  up  the 
load  belonging  to  industry.  The  charities  know  their  task  and 
have  resources  for  dealing  with  the  unemployable.  Keep  the  worker 
in  the  job  line  and  out  of  the  bread  line  as  long  as  it  can  be  done. 

4.  Get  industry  to  consider  unemployment  as  a  risk  of  business 
to  be  prevented  or  remedied  at  the  earliest  possible  minute.  Let 
each  business  man  ascertain  for  himself  what  is  the  actual  cost  of 
changing  employees,  maintenance  of  reserve  labor  supply,  constant 
employment  of  green  men,  irregularity  of  output,  etc.  Do  you 
know  what  one  investigator  found  who  had  enough  curiosity  to 
inquire? 

A  typical  number  of  industries  studied  in  1912  showed  38,668 
employees  at  the  begiiming  and  46,796  at  the  end  of  the  year,  an 
increase  of  8,128  people,  but  during  the  year  44,365  people  were 
engaged  indicating  that  36,237  had  dropped  out  of  employment. 
Allowing  21  per  cent  for  death,  illness,  withdrawals  and  fluctua- 
tions, or  13,022  and  the  8,128  increase — the  reserve  supply  num- 
bered 22,225,  or  59  per  cent  of  thenumber  employed  at  the  beginning. 
By  interviewing  a  number  of  industrial  managers  the  investigator 
found  that  the  cost  of  training  a  new  employee  averaged  about  $35, 
involving  an  economic  loss  of  $774,139  in  these  chaises. 

It  is  time  business  and  the  government  got  together.  Why  not 
plan  work  together — buuness  to  lessen  seasonal  periods  of  employ- 
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ment,  irregularity  of  employment,  reduction  in  annual  changes  of 
men  and  in  reserve  supply;  government  to  cany  on  its  publid  vorks, 
road  building,  reclamation  work,  rivers  and  harbors  improvements 
.  in  dull  seasons.  Let  the  unemployed  be  beard — not  in  parades, 
not  in  I.  W.  W.  speeches,  not  in  riots,  not  in  bread  lines,  not  in  hear- 
ings wherein  the  basis  of  selection  of  witnesses  is  unknown  and 
politics  play  a  part;  but  let  them  be  heard  in  an  honest,  fearless 
statement  of  conditions,  neither  better  nor  worse  than  they  are,  and 
.  then  let  ua  courageously  meet  the  conclusions  with  remedies. 
I  Unemployment  cannot  be  solved  along  one  main  line.  There 
[are  subsidiary  lines  which  will  require  consideration.  I  have  time 
1  to  consider  but  one  of  these — immigration. 

Can  we  solve  it  by  restricting  immigration  or  do  we  need  some- 
thing less  negative  and  more  constructive?  We  know  as  yet  prac- 
tically nothing  of  the  causes  of  unemployment  in  this  country  when 
they  are  not  created  by  war,  or  seasonal  occupations,  or  casual 
labor,  which,  great  as  they  are,  do  not  constitute  the  most  serious 
elements  in  the  unemployment  problem  today. 

We  have  the  beginnings  of  a  national  domestic  immigration 
policy  admirably  begun  by  the  Department  of  Labor  at  Washing- 
ton. A  series  of  federal  employment  exchanges  has  been  estab- 
lished, utilizing  machinery  which,  however,  may  be  needed  at  any 
time  for  immigration,  and  Secretary  Wilson  has  already  announced 
the  necessity  for  the  r^ulation  of  private  employment  agencies 
that  conduct  an  interstate  business  and  has  called  a  national  con- 
ference to  conuder  unemployment.  There  is  the  Bureau  of  Natu- 
ralization and  the  admirable  work  begun  by  Commisdoner  Clazton 
for  the  education  of  the  alien  to  meet  these  requirements,  thereby 
eliminating  unemployment  due  to  legal  bars.  There  is  the  new 
Ellis  Island  and  the  development  of  educational  work  and  informa- 
tion which  Conmiisuoner  Howe  has  much  at  heart,  which  will  better 
distribute  the  alien. 

But  the  causes  of  unemployment  go  far  afield  and  are  difficult  to 
eliminate.  There  remiuns  to  be  done,  the  safeguarding  of  aliens' 
savings  through  private  banks  and  steamship  ticket  agencies,  by 
interstate  regulations;  of  investment  in  land  and  in  colonization 
projects,  by  the  registry  of  all  such  lands  in  the  Department  of 
Agriculture  and  the  investigation  of  colonization  projects  and  a 
survey  of  distribution  methods  and  analysis  of  their  failure.    There 


Digitized  by  Google 


TTNaitFLOTHIKT  AITD  IlOaOBATION  43 

remams  the  transference  of  labor  discriminations  from  petty  state 
lawH  and  obscure  ordinances  to  the  inunigration  law  dealing  with 
admission  and  in  accordance  with  our  treaty  obligations;  there 
remains  the  eatabliahment  of  a  minimum  standard  of  living  cob- 
ditions  below  which  do  employer  should  be  willing  to  have  his 
employees  live;  there  ia  the  padrone  to  be  abolished;  there  rem£un 
to  be  established  adequate  educational  facilities,  and  equality  before 
the  law  in  such  matters  as  interpreter  service  and  benefita  under 
social  insurance  laws.  These  and  many  other  aspects  of  the 
alien's  life  in  America  have  a  vitdl  relation  to  his  unemployment. 

When  we  shall  have  established  such  a  policy  it  is  contended 
it  will  increase  inunigration.  No  man  can  produce  the  evidence 
which  will  prove  or  disprove  this  contention.  It  lies  in  the  realm 
'^  of  opinion.  Not  bo  long  ago  the  minimum  wage  was  reconmiended 
by  no  less  an  authority  than  Paul  Kellofix  as  a  means  of  restriction. 
It  ia  as  reasonable  to  believe  that  the  conservation  of  men  will  steady 
the  supply  and  lessen  the  necessity  for  reserve  and  decreaae  tAie 
number  of  public  charges  as  that  it  will  displace  American  work- 
men who  can  find  no  other  foothold.  Some  employers  have  found 
that  the  teaching  of  English  lessens  the  percentage  of  accidents  and 
not  only  saves  damages,  but  eliminates  the  cost  of  breaking  in  new 
men.  One  reason  our  control  of  our  immigration  supply  is  so  unin- 
telligent is  that  we  know  so  little  of  what  goes  on  in  our  own  country 
with  reference  to  it. 

This  war  should  carry  one  lesson  home.  There  are  in  this 
country  thousands  of  immigrant  colonies  tmd  communities  where 
little  or  no  EngUsh  is  spoken,  where  American  ideals  of  justice, 
freedom  of  women,  right  of  children  to  an  educatioA  and  a  child* 
hood,  and  democratic  institutions  are  imknown.  There  are  in  this 
country  thousands  of  foreign  bom  aliens  and  some  citizens  whose 
first  allegiance  is  not  to  America.  There  are  other  thousands  of 
foreign  language  newspapers  (several  hundred  of  which  were  swung 
into  public  print  the  other  day  against  exportation  of  ammunition) 
about  whose  preaching  and  teaching  America  knows  little.  It  may 
be  for  or  against  America;  we  as  a  nation  do  not  know — and  the 
lesson  is  this: 

We  do  know  that  we  should  be  one  nation  and  one  people,  we 
who  dwell  together  in  this  land  of  peace  and  prosperity,  and  there  , 
is  Qo  greater  concern  of  this  country  today  than  to  develop  a  wise  ' 
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policy  of  Americanization  which  shall  mean  both  unity  and  har- 
mony. It  is  the  policy  of  "let  the  immigrant  alone"  which  makes 
him  willing  to  listen  to  the  I.  W.  W.  and  makes  him  a  menace  in 
time  of  war  and  a  blight  in  time  of  peace.  It  is  both  the  privilege 
and  the  opportunity  of  the  American  and  his  government  with  all 
the  odds  now  in  his  favor  to  realize  the  ideal  of  one  nation  and 
one  people,  and  when  we  do,  we  shall  solve  a  little  thing  like  unem- 
ployment as  easily  as  we  have  bridged  distance  by  means  of  elec- 
tricity and  mastered  production  by  means  of  machinery.  The 
chief  reEison  we  have  the  problem  J.oday  is  because  men  whose  ^t 
it  is  to  master  space  and  nature's  resources  have  not  applied  them- 
selves to  the  task  in  the  "do  or  die"  spirit  of  American  enterprise. 

Where  shall  the  responsibiUty  for  a  program  of  scientific  in- 
quiry into  the  causes  of  unemployment  and  their  remedy  center? 
Not  in  the  government  with  a  1916  campaign  imminent;  not  in 
charitable  organizations,  which  have  work  enough  of  their  own  to  do 
with  unemployablesj  not  in  any  legislative  association,  for  it  is  a 
mistake  to  approach  this  problem  with  the  idea  that  it  can  be  solved 
by  laws;  not  by  any  new  organization,  which  it  will  cost  money  to 
establish — may  some  wise  Providence  save  us  from  another  organ- 
ization to  deal  with  this  subject. 

Why  not  a  special  committee  of  the  national  Chamber  of  Com- 
merce which  commands  funds  and  widespread  organization  with 
some  labor  men  and  women  serving  on  it,  to  whose  report  organized 
business  which  holds  the  key  to  the  situation  will  listen? 

I  have  before  me  the  record  of  how  some  hundreds  of  industries 
prevented  unemployment  in  1914.  All  industrial  America  could 
use  this  information  to  advantage  and  is  eager  for  it.  We  shall 
have  no  solution  until  business  takes  up  the  task,  and  it  is  worthy 
of  the  best  efforts  of  its  leaders. 
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By  John  Price  Jackson, 
Comaueaioner  of  lAbor  and  Industry,  HEirriBbuig,  Pa. 

When  the  war  broke  out,  this  country  felt  keenly  a  resultant 
increase  of  stagnation  in  industry.  One  of  the  most  serious  results 
of  this  was  the  loss  of  employment  by  great  nunbers  of  workers,  and 
the  placing  of  enormous  armies  of  others  upon  short  hours.  The 
commonwealth  of  Pennsylvania,  through  the  Department  of  Labor 
and  Industry,  made  a  careful  canvass,  and  found  that  during  the  fall 
and  winter  the  loss  to  individuals  and  the  commonwealth  as  a  unit, 
through  this  lack  of  employment  and  short  hours,  was  of  such  an 
extent  as  to  demand  immediate  attention  and  action  on  the  part  of 
the  state  and  city  officials  and  employers.^  It  was  found  that  the 
governmental  and  industrial  organization  of  the  state  was  so  con- 
stituted that  immediate  measures  of  relief,  which  would  be  to  any 
great  extent  effective,  were  largely  impossible.  Individual  manu- 
facturers, in  a  very  large  measure,  endeavored  to  relieve  the  sit- 
uation by  manufacturing  materials  for  stock,  to  making  repairs  to  their 
plants,  and  distributing  the  available  work  to  as  large  a  number  as 
posdble  through  the  medium  of  reduced  hours  to  each  worker. 
Persons  in  every  walk  of  life,  to  some  extent,  assumed  responsibility 
for  procuring  work  in  homes  or  places  of  business  for  as  many  per- 
sons as  could  be  arranged  for.  A  number  of  towns  and  cities  took 
up  the  project  of  municipal  improvements,  etc.,  with  the  same  ob- 
ject in  view. 

However,  the  effect  of  all  these  activities  was  not  sufficient  to 
prevent  serious  suffering  to  the  individual  worker  and  enormous 
loss  to  the  people  of  the  commonwealth.  The  people  of  the  state, 
however,  were  sufficiently  impressed  by  the  unusual  conditions  to 
have  their  legislature  pass  laws  at  the  present  session  giving  the 
Department  of  Labor  and  Industry  authority  to  work  out  plana  for 
more  effectively  dealing  with  conditions  of  unemployment  in  the 
future.  These  laws  properly  refer,  not  only  to  unemployment 
^B^>oH  of  Penntj/hania  Comntianoner  of  hahar  and  Induilr]/,  Part  1,  191S- 
1914- 
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caused  by  unusual  conditionB  of  depression,  but  also  to  the  very 
serious  losses  occurring  througli  seasonal  industries  and  through 
time  lost  by  employees  when  changing  positions.  Even  when  times 
are  good  in  this  country,  the  ratio  between  the  days  in  which  an 
employee  who  wishes  to  work  is  actually  employed  to  the  total  days 
of  the  year — or,  in  other  words,  the  man-year-power  factor — is 
rather  surprisingly  low.  This  represents,  therefore,  an  enormous 
loss  of  produGtivenesB,  which  is  as  much  a  waste  for  present  and 
future  generations  as  the  waste  of  natural  resources. 

Apparently,  there  is  an  iofiexibility  in  busmese  and  financial 
organization  in  the  country  similar  to  that  which  thwarted  the  most 
effective  endeavors  to  improve  the  labor  conditions  and  cause  the 
wheels  of  industry  to  turn.  It  must  be  admitted,  of  course,  that  the 
unsatisfactory  business  and  industrial  conditions  existing  before  the 
war  began  were  in  some  measure  responsible  for  the  exceptionally 
difficult  situation  later.  However,  that  in  no  way  interferes  with 
the  discussion  of  this  problem,  but  rather  makes  it  more  distinctive. 

The  same  tendency  existed  in  Germany  to  an  even  larger  ex- 
tent, through  the  stagnation  of  industry  and  business  and  lack  of 
employment,  by  reason  of  the  war.  (The  author  was  in  that  coun- 
try during  the  early  months  of  the  conflict.)  Under  the  military 
power,  however,  and  the  autocratic  form  of  government,  Germany 
handled  these  conditions  as  concrete  problems,  and  adapted  both 
her  governmental  and  business  machinery  to  meet  the  condiUons 
in  the  most  effective  manner.  In  our  own  country  these  problems 
were  looked  upon,  to  a  very  large  extent,  as  being  of  an  immaterial 
character  and  impossible  to  touch.  Germany's  banks  continued 
to  do  business  without  cessation;  I  cashed  travelers'  checks  payable 
in  London  nearly  every  dayduring  the  six  weeks  I  was  in  the  country, 
and  observed  no^difficulty  whatsoever  in  doing  business.  Imme- 
diately upon  the  declaration  of  war,  the  government,  in  consul- 
tation with  the  banks,  took  such  steps  as  would  relieve  the  situation. 
Germany  was  equally  effective  on  the  project  of  employment  and 
industry.  The  industrial  leaders  were  called  together  into  con- 
ferences to  determine  what  action  each  one  should  continue 
to)pui8ue,  and  what  workmen  he  should  employ;  then  [with  the 
aid  of  similar  conferences  of  bankers,  the  necessary  funds  were 
arranged  for  to  enable  him  to  proceed.  Of  course,  the  government 
was  directly  behind  all  of  these  movements,  and  did  not  hesitate 
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to  diverge  as  far  as  was  QecesBary  from  ordinary  goTemtnental 
activity  to  accomplish  the  desired  purposes. 

Not  only  did  the  German  government  call  the  nmnufacturers 
and  bankers  together,  but  also  the  labor  leaders,  the  merchants, 
and  all  other  classes  who  could  join  with  it  in  effecting  the  most 
efficient  solution  of  the  enormous  problem  facing  the  nation.  Such 
form  of  government  is  not  conventional,  but  it  has  a.  flexibility  nec- 
essary to  handle  unusual  conditions  as  they  arise.  It  seems  that 
this  illustration  of  what  another  government  has  been  able  to  do 
might  well  impress  upon  the  American  people  the  need  of  not  pei^ 
mitting  the  governmentaJ  joints  to  become  ossified,  but  to  endeavor 
at  all  times  to  make  both  business  and  governmental  conditions 
so  Sexible  that  unforseen  conditions  can  be  dealt  with  to  advantage. 
The  new  banking  system  of  the  country  seems  to  be  a  move  in  the 
proper  direction.  It  seems  also  possible  to  arrange  municipal,  state 
and  national  appropriations  for  material  projects  and  the  organiza- 
tions having  to  do  with  them  in  such  a  manner  that  public  works  can 
be  quickly  started  when  business  conditions  of  the  country  demand. 
It  seems  possible  to  build  up  a  tradition  among  our  corporations 
and  people  that  it  is  not  only  a  duty,  but  eventually  profitable,  to 
make  unusual  efforts  to  keep  their  money  working,  their  wheels 
turning,  and  their  people  employed  when  hard  times  appear.  In 
general,  the  German  illustration  shows  that  we  as  a  people  should 
be  able  to  work  out  many  lines  of  procedure,  through  the  various 
avenues  at  our  disposal,  for  controlling  unsatisfactory  industrial  and 
business  conditions,  at  least  to  a  certun  extent,  which  heretofore 
have  been  left  largely  to  take  their  own  course,  each  individual,  as 
he  saw  fit,  tying  his  money  in  the  stocking,  and  in  other  ways  doing 
his  little  to  promote  his  own  and  the  general  conditions  of  distress. 
It  is,  of  course,  not  intended  by  this  statement  to  assume  for  a 
moment  that  hard  times  will  not  come,  or  that  we  can  have  condi- 
tions where  we  will  have  a  hundred  per  cent  year-man-power  factor. 
When  a  people  is  overly  extravagant,  or  when  it  goes  into  reckless 
speculation,  or  commits  other  follies,  it  must,  of  course,  suffer  the 
consequences,  as  surely  as  does  the  man  who  overeats.  But  as  the 
good  doctor  may  relieve  the  pain  or  even  save  the  life  of  the  latter, 
so  can  we  as  a  people,  if  we  properly  study  our  conditions,  tend  to 
relieve  much  of  the  distress  and  loss  which  has  been  allowed  to 
appear  unchecked  in  the  past. 
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One  of  the  distinct  lessons  of  the  war  to  Americans  is  witJli 
reference  to  our  dependence  upon  other  countries  for  many  prepared 
materials,  which  we  might  make  for  ourselves  to  as  good,  or  even 
better,  advantage.  One  of  the  most  striking  and  most  advertised 
of  these  was  oifr  lack  of  dye-stuffs.  The  handicap  to  American 
industry  through  lack  of  many  materials  at  this  time  was  not  due 
to  the  fact  that  Americans  are  short  in  brains.  It  was  rather  a  lack 
of  systematic  study  of  American  needs.  Here  again  Germany  o£Fera 
an  excellent  illustration  of  the  proper  way  to  proceed.  She  had 
with  great  detail  and  care  arranged  so  that  scientists  would  not 
only  be  developed  in  her  fine  technical  schools  and  universities, 
but  that  they  would  find  it  to  their  material  advantage  to  investi- 
gate the  needs  of  German  industry  and  work  out,  by  scientific  ex- 
periment, processes  necessary  to  their  advancement.  She  had  also 
taught  her  youths,  through  the  medium  of  practical  pEU*t-time  or 
continuation  schools,  a  quality  of  skill  and  intelligence  of  an  excep- 
tionally desirable  character.  In  the  United  States  much  valuable 
experimental  work  has  been  carried  on,  particularly  by  corporations, 
for  their  private  benefit,  and  by  individuals.  But  the  development 
of  scientists  for  the  purpose  of  supplying  the  needs  of  our  industries 
has  not  been  dealt  with  in  a  broad-minded,  logical  manner. 

When  the  United  States  government  created  agricultm:al  ex- 
periment stations,  one  in  each  state,  it  took  a  step  of  much  impor- 
tance in  improving  the  eflSciency  and  prosperity  of  our  people 
through  the  great  advance  in  agricultural  knowledge.  One  great 
mistake,  however,  was  made.  Had  Congress,  when  establishing 
these  agricultural  experiment  stations,  which  have  already  done  so 
much  to  enrich  our  land,  added  to  their  duties  that  of  canying  on 
scientific,  practical,  and  technical  investigations  for  increasing  the 
prosperity  of  all  industries,  instead  of  only  one,  this  country  would 
today  stand  in  a  far  more  desirable  industrial  position  than  is  now 
the  case.  The  government  should  not  delay  in  making  such  addi- 
tions to  the  scope  of  these  magnificent  experimental  centers.  They 
are  at  present,  as  a  rule,  well  equipped,  and  manned  by  men  who 
have  learned  the  art  of  scientific  invratigation,  and  have  developed 
organizations  and  methods  of  procedure  suitable  to  the  purposes 
intended.  It  would  be  very  easy  to  add  the  necessary  functions 
to  these  stations,  or,  if  thought  more  desirable,  to  erect  coordinate 
divisions  therewith.     It  is  not  meant,  of  course,  that  a  locomotive- 
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btiilder,  for  instance,  should  find  out,  for  his  own  personal  use, 
through  the  medium  of  such  stations,  the  beat  material  to  use  in 
a  connecting-rod;  but  rather  that  the  whole  industry  or  country 
should  be  given  information  whereby  the  products  of  manufacture 
could  be  improved,  and  whereby  economies  could  be  obtained. 
The  government  has  given  this  kind  of  help,  not  only  to  agricult- 
ure, but  to  mining,  and  though  the  latter  work  has  been  begun 
within  a  comparatively  few  years,  material  improvements  have 
been  accomplished  thereby.  If  in  both  agriculture  and  mining  this 
kind  of  systematic,  nation-wide  search  for  scientific  knowledge  has 
been  productive  of  such  valuable  results,  can  there  be  any  doubt 
of  the  advisability  of  its  extension  to  the  numerous  other  fields  of 
industry,  which  are  just  as  necessary  and  important  to  our  pros- 
perity and  welfare? 

It  is  probable  that  in  the  near  future  the  purchase  of  materials 
by  the  countries  at  war  may  bring  us  a  temporary  prosperity.  I  say 
temporary,  because  prosperity  founded  upon  passing  conditions 
cannot  be  otherwise.  Further,  we  cannot  count  upon  continued  pros- 
perity through  the  opening  up  of  vast  new  natural  resources,  for  we 
have  already  reached  the  point  where  it  ia  necessary  to  make  the  most 
careful  calculations  in  our  business  and  adopt  methods  of  the  utmost 
economy.  The  old  profligate  waste  occasioned  by  our  early  mu- 
nificence of  natural  advantages  has  lai^ely  passed  away.  It  is 
necessary  that  both  materials  and  labor  be  used  more  carefully  in 
order  that  waste  be  eliminated,  and  that  by-products  be  utilized. 
Particularly,  however,  we  must  cut  out  the  greatest  waste  now  exist- 
ing in  our  industrial  organization,  namely,  that  of  human  labor. 
This  must  be  done  by  the  development  of  machines  and  processes 
which  will  produce  economy  in  that  field,  and  by  handling  labor  in  a 
way  which  will  not  usel^sly  waste  itself  through  lack  of  opportu- 
nity for  its  application.  Such  a  condition  as  this  must  not  continue: 
Here  is  a  man  who  wants  to  work,  can  work,  and  should  work.  He 
does  not  work  today.  Why?  The  manufacturer  did  not  need  the 
man  today,  so  he  doesn't  lose  anything.  Such  a  sentiment  may  be 
satisfactory  to  the  manufacturer  in  question;  but  nevertheless  the 
people  of  the  United  States  have  lost  a  one-day-man-power.  This 
man's  day,  when  multiplied  by  a  bilUon  or  so,  represents  a  material 
item  of  wealth.  Not  only  can  more  flexible  methods  of  government 
and  business  tend  to  reduce  this  loss,  but  also  a  study  of  scieotific  and 
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natural  problems  as  I  have  indicated.  By  the  latter  means  not  only  c&n 
methods  be  produced  whereby  the  man  will  be  employed  more  r^u- 
larly,  but  the  loss  of  his  labor  will  be  required  to  obtain  a  given  result. 

The  war  has  shown  the  weaknesses  of  the  nation  as  a  business 
imit  of  the  world  to  a  marked  decree.  Our  lack  of  ships  to  carry  our 
produce  to  other  countries  has  been  impressed  upon  all  who  take  any 
interest  in  public  affairs.  This  lack  is  undoubtedly  due  to  our  inar- 
bility  or  unwiUingnesa  as  a  government  to  deal  with  new  problems 
as  they  arise,  irrespective  of  past  practices  and  traditions.  Here 
again  we  have  hurt  ourselves  through  the  same  inflesdbiUty  of  our 
ways  and  practices  as  in  the  cases  spoken  of  above.  Our  lack  of 
organisation  for  doing  business  economically  and  suitably  with 
our  oeighbora  is  becoming  equally  apparent.  Our  consular  and 
similar  service  in  the  various  countries  of  the  world  has  not  been 
such  as  would  be  eatabiiahed  by  a  successful  buunesa  man  who  de«r- 
ed  to  obtain  a  maximum  of  profitable  trade  throughout  the  world. 
As  a  matter  of  fact,  our  industrial  interests  have  also  not  gone  into 
the  project  of  tying  up  our  business  with  that  of  other  countries 
with  the  same  thoroughness  and  to  the  same  extent  as  have  many 
of  our  individual  manufacturers  organised  to  deal  with  their  clients 
at  home.  Here  again  Germany  has  surpassed  us  and  has  taken  hold 
of  the  project  of  dealing  with  her  neighbors  as  a  good,  practical, 
sj^tematic  busiQesa  man  should  do.  As  a  result,  we  who  have 
neglected  this  field,  and  have  depended  upon  the  initiative  of  an 
individual  or  corporation  to  build  up  his  foreign  connections  alone, 
have  relatively  sufEered. 

Id  fine,  the  war  has  taught  us,  among  other  lessons:  (1)  that  the 
nation  should  have  a  more  systematic  and  effective  means  of  devel- 
oping scientific,  technical  knowledge  for  our  industries;  (2)  a  better 
direction  for  the  study  and  proper  application  of  methods  of  pre- 
venting our  present  enormous  labor  waste;  (3)  the  necessity  for  de- 
veloping new  methods  of  increasing  the  efficiency  and  economy  of 
labor  and  materials;  (4)  the  need  for  a  more  business-like  national 
organisation  for  doing  business  with  our  neighbor  nations;  (5)  the 
necesuty  for  creating  transportation  systems  for  carrying  our  own 
wares;  and  (6)  the  need  of  avoiding  governmental  ruts  and  ossi- 
fication, in  order  that  we  may  maintain  our  governmental,  business, 
and  industrial  fabric  sufficiently  flexible  to  meet  conditions  effect- 
ively as  they  arise. 
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Bt  FsAifKLiN  Johnston, 
Co-PubliBliEr,  American  Exporter. 

American  euccesa  in  exporting,  too  often  depreciated  and  ig- 
nored, has  been  won  largely  by  maaufacturera  of  highly  specialized 
lines — individual,  distinctive  merchandise,  or  machinery  sold  undra 
brands.  I  speak  advisedly  for  daily  I  am  in  close  touch  with  the 
export  work  of  over  ax  hundred  manufacturers  of  such  lines  dtung  a 
substantial  fordgn  business,  many  of  whom  have  been  doing  so  for 
years. 

A  recent  census  of  these  manufacturers,  for  whom  and  with 
whom  we  are  working,  showed  that  the  average  rating  is  1298,000, 
as  listed  in  one  of  the  mercantile  agency  books.  Of  these  18  per  cent 
are  rated  up  to  and  over  11,000,000  each;  50  per  cent  at  less  than 
$100,000  and  20  per  cent  at  lees  than  $3£,000.  This  is  of  interest  as 
showing  that  the  small  manufacturer  of  distinctive  articles  is  under 
DO  insurmountable  difficulties  in  export  trade. 

In  South  America,  the  three  chitf  export  competitors  meet  on 
more  nearly  equal  terms  than  anywhere  else  in  the  world.  There 
has  been  a  greatly  exaggerated  idea  in  this  country  of  the  extent 
to  which  Germany  dominated  the  markets  of  South  America, 
before  the  war.  That  she  had  a  very  taige  and  important  share  of 
that  trade  cannot  be  denied,  but  it  was  no  laiger  than  our  own,  and 
not  as  lai^  as  Great  Britain's.  The  United  States  exports  more 
merchandise  to  Latin  America  than  does  any  other  nation.  Here 
in  the  briefest  possible  form  is  the  record  of  Latin  American  trade 
in  1913: 

EiqwrtB  to  Latin  Amorioa  from  the  United  States,  (325,837,346. 

Exports  to  I«tm  America  from  Great 'Biitun  and  Irelwid,  9322,228,073. 

Ebqnrts  to  lAtin  America  from  Germany,  (217,007,202. 

The  margin  over  Great  Brit^  Is  somewhat  slight  to  be  sure, 
but  over  Germany,  of  whose  export  prowess  we  hear  so  much  more 
than  of  Great  Britun's,  it  is  in  round  figures  tlOO.OOO.OOO.  Our  ex- 
ports to  the  Argentine  have  grown  from  less  than  910,000,000  in  the 
year  1902  to  over  $50,000,000  in  1913,  wlule  those  to  Bnuil  grew 
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from  $10,000,000  to  $42,000,000,  and  those  to  Uruguay  from 
$1,500,000  to  $7,500,000. 

Instead  of  having  a  negligible  share  of  the  trade  to  those 
countries  as  many  would  have  us  believe,  we  supply  Ai^ntina  with 
15  per  cent  of  all  she  buys,  while  Great  Britain  furnishes  her  with 
30  per  cent,  and  Germany  supplies  16  per  cent.  Of  Great  Britain's 
exports  to  Argentina  one-fifth  is  coal  alone.  In  the  case  of  Brazil 
we  sell  her  15  per  cent  of  her  total  imports  as  against  25  per  cent 
from  England  and  17  per  cent  from  Germany,  Germany's  export 
trade  with  Brazil  being  $4,000,000  larger  than  our  own. 

Our  trade  with  these  countries  has  grown  hand  in  hand  with 
that  of  Germany  and  Great  Britun.  If  a  chart  is  drawn  showing 
the  growth  of  the  export  trade  of  the  three  great  rivals  in  either 
Argentina  or  Brazil  for  the  past  ten  or  fifteen  years  the  general 
curve  upward  of  the  English  lines  will  be  paralleled,  somewhat  below 
to  be  sure,  by  the  American  and  German,  and  the  German  and 
American  lines  will  touch  and  even  cross  each  other,  at  times,  so 
close  has  been  the  rivalry. 

Under  normal  conditions  we  have,  therefore,  as  large  an  export 
trade  with  Argentina  and  Brazil  as  Germany,  and  that  trade  has 
grown  just  as  fast,  indeed  at  times  faster,  than  that  of  either  Ger- 
many or  Great  Britain.  It  must  be  said,  however,  that  Germany's 
trade  is  more  diverse  than  either  Great  Britain's  or  our  own. 

What,  then,  is  the  reason  for  the  persistent  popular  impression 
that  our  trade  with  South  America  is  negligible? 

That  impression  is  founded  on  the  fallacy  that  American  ships 
and  foreign  branches  of  American  banks  are  a  necessary  preliminaTy 
to  extending  American  trade.  American  manufacturers  are  under 
no  handicap  as  regards  shipping  and  banking  in  developing  their 
trade  with  Latin  America.  When  American  manufacturers  find 
themselves  unable  to  sell  abroad  the  fault  usually  lies  not  with  the 
ships  and  banks  but  with  the  goods,  the  costs  of  production,  or 
inefficient  selling  methods. 

British  export  trade  is  won  chiefly  by  quaUty;  German,  by 
cheapness;  American,  by  inventive  and  mechanical  genius  plus 
large-scale  production,  which  makes  for  moderate  prices.  Each  of 
the  three  competitors  has  strong  points,  and  each  has  weak  points. 
British  quality  usually  means  high  cost,  and,  when  durability  Is 
aimed  at,  often  means  a  solidity  that  is  carried  to  an  absurd  degree. 
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The  competing  American  articleis  lighter,  more  graceful  and  cheaper. 
The  competing  German  article  is  too  often  an  imitation  of  the 
British  or  American  sold  at  a  much  cheaper  price,  aud  od  terms 
which  an  Argentine  gentleman  spoke  of  some  time  ago  as  "insane 
credits."  Price  is  the  poorest  sales  argument,  and  people  have 
almost  forgotten  that  many  German  lines  had  far  better  claims  to 
distinction.  German  export  success  has  been  marvelous  but  it  has 
not  been  altogether  a  healthy  growth.  "Made  in  Germany"  has 
come  to  convey  the  sense  of  cheap,  shoddy  goods,  and  even  of  imi- 
tations. 

This  has  been  recognized  nowhere  more  than  in  Germany.  In 
1913,  a  "German  Export  Association  of  High  Quality  Manufac- 
turers" was  formed  to  combat  the  cheap  price  reputation  of  Ger- 
many abroad  and  its  ideal  at  home.    Its  president  said: 

The  syBtema  of  the  English,  Franch,  but  principally  of  the  American  and 
Swedish  trade,  have  been  based  from  the  very  start  on  the  prestige  and  standing 
of  the  manufacturer,  who  must  always  take  the  responsibility  for  quality  and  rea- 
Bonable  price*  of  bis  products.  Against  the  strong  organisations  of  foreign 
manufacturers,  small  industries  prevail  in  Germany  which  do  not  strive  bo  much 

for  quality  as  for  cheap  prices German  manufacturers  apparently 

know  of  only  one  argument,  and  that  is  low  prices.  But  when  prices  decrease, 
quality  also  becomes  inferior. 

Another  serious  fault  in  German  export  methods  has  been  an 
unwise  over-extension  of  credits. 

The  "long"  credits  of  South  America  have  been  greatly  exag- 
gerated in  American  discussions.  So  has  the  alleged  refusal  of 
American  manufacturers  and  merchants  to  extend  credits.  As 
aptly  phrased  by  the  president  of  the  United  States  Steel  Corpora- 
tion, Mr.  James  A.  Farrell,  who  for  many  years  was  at  the  head  of 
that  corporation's  export  subsidiary: 

Wherever  there  is  a  substantial  basis  for  credit,  American  manufacturer 
will  not  be  found  lacking  in  devisiiiK  means  to  grant  reasonable  and  proper  accom- 
modations. It  will  be  invariably  found  that  where  extended  credits  are  g^ven, 
the  seller  ohargea  an  increased  price,  and  the  buyer  does  not  benefit  to  the  extent 
to  which  prompt  payment  entitles  him. 

Not  only  does  he  pay  an  increased  price,  either  visible  or  in- 
vifflble  (by  decreased  quality),  but  the  whole  structure  of  commerce 
in  any  ffvea  market  is  shaken  when  credits  are  given  unwisely,  for 
sooner  or  later  such  overextension  brings  about  a  smash.  This 
occurred  in  South  America,  notably  in  Argentina  and  Brazi],  and 
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those  countrieB  which  were  just  recoTering  from  the  effects  of  whole- 
sale liquidation  and  bankruptcies,  similar  to  some  of  our  own  finan- 
cial depresaons,  when  the  war  broke  out.  Commercial  failures  in  the 
Argentine  in  1S13  were  twice  as  large  as  io  1912,  three  times  as 
large  as  1911,  four  times  ss  large  as  ISIO.  The  opening  months  of 
1914  showed  a  still  greater  commercial  mortality,  and  the  total 
liabilities  for  the  year  were  more  than  double  those  of  1913.  This 
financial  disturbance  came  as  a  result  of  easy  credits  at  a  time  when 
land  speculation  had  become  almost  a  mania,  the  bubble  being 
pricked  by  a  series  of  bad  crops.  American  conservatism  in  granting 
credits  has  been  justified  in  part  at  least  by  such  events,  and  German 
eagerness  to  extend  unwise  credits  has  proved  disastrous  alike  to 
her  and  her  debtors. 

To  a  la^e  extent,  the  financial  ends  before  the  war  and  the 
rapid  changes  brought  about  by  the  war  have  brought  a  new  com- 
mercial generation  in  the  Argentine.  Old  houses  have  liquidated, 
partners  retired,  old  connections  been  severed,  new  ones  formed, 
new  houses  opened.  This  new  generation  cannot  buy  German  goods, 
nor  even  the  allotted  amount  of  British  or  French,  and  will  necessarily 
buy  American  goods.  Germany's  uninse  credits  have  fallen  like 
a  house  of  cards  and  in  the  reconstruction  of  \he  commercial  struc- 
ture she  will  have  no  part  for  some  time  to  come.  When  Germany 
again  competes  for  South7American  busiaess  it  will  be  on  a' far 
healthier  basis,  with  less  talk  of  cheapness  and  mOre  of  quality,  and 
with  far  more  conservatism  in  extending  credits.  Meanwhile  the 
virtues  of  slightly  more  expensive  competing  American  goods  will 
be  established.  This  change  in  Germany's  export  policy  was  in- 
evitable sooner  or  later  but  it  has  been  hastened  by  the  war,  and  the 
war  has  raiormously  intensified  the  lesson  of  over-extenmon. 

Mention  has  been  made  of  the  application  of  the  Sherman  law  to 
export  trade.  As  we  know,  combinations  to  control  output  and  fix 
prices  in  many  staple  lines  sold^on  A  dose  competitive  margin  of 
price,  and  not  capable  of  being  exploited  along  the  lines  that  highly 
specialised  lines  are,  are  permitted  and  even  encouraged  in  Europe. 
Such  lines  aa  manufactures  for  further  use  in  manufacturing,  and 
crude  materials — steel,  copper,  wire  nails,  cement,  cheap  paper, 
cordage,  etc. — might  be  mentioned.  It  would  seem  as  though  our 
manufacturers  in  such  lines  ought  not  to  be  forced  to  act  under  legal 
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reetrictioas  to  which  their  foragn  competitoTs  ore  not  liable,  pro- 
vided unfair  practices  were  not  employed. 

The  Claytoa  Act  as  origiDaliy  drawn  would  have  made  illegal 
Dearly  eveiy  customuy  method  of  developing  export  trade.  These 
methods  are  not  peculiar  to  this  country,  but  are  world-wide.  Thdr 
morality  is,  it  seems  to  me,  not  to  be  questioned.  They  comprise 
ordinary  agreements  under  which  patented  orticlee  may  be  sold, 
and  both  maker  and  dealer,  or  agent,  protected.  A  vigorous  nation- 
wide protest  from  small  manufacturers  as  well  as  large  ones, 
resulted  in  export  trade  being  specifically  exempted  from  the 
provisions  of  the  Clayton  Act. 

Recently  the  federal  courts  have  found  for  the  defendants  in  a 
niunber  of  actions  brought  by  the  government  under  the  Sherman 
law.  Among  such  decisions  was  that  in  the  case  of  a  number  of 
steamship  lines  operating  to  Brazil.  Freight  is  a  commodity,  no 
less  than  steel  rmis  or  copper.  To  allow  steamship  owners  to  com- 
bine to  fix  fright  rates  on  steel  products,  and  to  forbid  steel  products 
manufacturers  to  combine  to  fix  prices  on  their  products  ia,  on  the 
face  of  it,  absurd  and  unjust.  Its  absurdity  is  hardly  diminished  by 
the  fact  that  most  of  the  steamship  lines  are  owned  abroad,  so  that 
American  manufacturers,  "trusts"  or  "independents,"  are  encomv 
aged  to  practice  cut-throat  competition,  while  the  steamship  lines 
maintain  profitable  freights,  and  share  the  benefits  with  for^gn 
buyers  and  foreign  manufacturers  who  are  allowed  to  take  joint 
action  as  they  see  fit. 

Disappointment  has  been  expressed  because  small  manufae- 
tuietB  show  such  a  lack  of  interest  in  the  arguments  ui^ing  the  bene- 
fits of  combination  for  export  trade.  This  may  be  attributed  to  the 
fact  that  small  manufacturers  of  highly  specialized  lines,  of  articles 
sold  under  brands  or  trade  marks,  such  as  engines,  machinery, 
^pewriters,  shoes,  sewing  machines,  haberdasheiy,  automobiles, 
bicycles  and  scores  of  other  lines  have  never  felt  the  need  of  such 
combinations  for  themselves,  although  they  may  be  in  favor  of  them 
in  principle.  In  short,  the  small  manufacturer  may  recognize  the 
force  of  the  arguments,  but  the  subject  has  an  academic  interest 
chiefly.  He  has  succeeded  in  export  business  by  individual  effort. 
The  difficulties  of  forming  a  cooperative  export  oi^anization  in 
certun  lines  would  be  almost  insurmountable,  with  no  guarantee 
that  the  results  would  be  satisfactoty.    A  poorly  managed  combina- 
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tion  would  break  down  under  its  own  weight,  as  many  "trusts," 
department  stores  and  chain-store  organizations  have,  while  their 
more  efficient,  though  smaller,  rivals  have  prospered.  Hence,  it 
may  be  doubted  whether  express  governmental  permission  to  com- 
bine for  export  trade  would  meet  with  any  immediately  marked 
response  from  small  manufacturer  of  specialized  lines.  This  is  not 
to  deny  that  the  instinct  of  avoiding  ruinous  competition  is  not 
growing  in  strength. 

Inadvertently,  much  of  the  discussion  on  this  topic  has  given 
an  entirely  erroneous  impression  as  to  the  difficulties  "small" 
manufacturers  have  to  contend  with  in  establishing  an  export 
business.  It  will  be  found  that  ample  facilities  for  export  distribu- 
tion are  available  for  the  manufacturer  of  specialized  lines.  For 
such  lines,  large  initial  expense  to  develop  foreign  trade  is  rarely 
necessary,  or  even  advisable.  Elaborate  foreign  selling  organiza- 
tions for  the  average  manufacturer  would  not  only  be  unnecessary, 
generally  speaking,  but  positively  detrimental,  because  the  impor- 
tant distributing  factors  would  be  antagonized  at  the  start,  and 
would  be  in  a  well  intrenched  position  to  retaliate. 

In  England,  Germany  and  the  United  States  there  are  numerous 
facilities  to  help  manufacturers  in  their  export  distribution,  where 
the  manufacturers  are  not  in  a  position  to  do — as,  of  couree,  they 
very  rarely  are  in  a  position  to  do — all  the  distributing.  Large 
importers  act  as  local  distributors.  The  average  manufacturer 
receives  more  or  less  of  his  export  orders  from  the  importers,  not 
direct  but  through  the  export  commission  houses,  although  he 
works  up  the  business  direct  by  some  form  of  solicitation. 

Even  when  a  manufacturer  employs  one  or  moref  oreign  travelers 
many  of  the  orders  are  passed  through  the  hands  of  the  export  com- 
mission houses,  and  paid  for  by  them,  and  in  some  cases  manufac- 
turers insist  on  all  orders  being  so  handled.  Where  export  orders 
are  paJd  for  by  the  export  commission  merchant,  for  the  account 
of  foreign  importers,  it  becomes  as  nearly  cash  business  as  the 
American  manufacturer  can  secure  at  home  or  abroad.  Although 
the  tendency  to  do  a  direct  business  is  constantly  increasing— and  in 
some  markets,  such  as  certain  European  ones,  is  the  rule  rather  than 
the  exceptions-very  many  importers,  as  well  as  manufacturers, 
prefer  this  method  of  business  and  probably  always  will. 

The  proportion  of  export  business  passed  through  these  houses 
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as  brokers,  ao  to  speak,  depends  on  the  character  of  goods,  character 
and  location  of  market  and  various  other  circumstances.  No  set 
rule  can  be  made  to  apply.  In  London  there  are  1,596  export  mer- 
chants; in  Hamburg,  1,189,  while  in  New  York  there  are  605  export 
commission  merchants,  180  buying  offices  for  foreign  merchants  or 
industrial  concerns  and  128  manufacturers'  export  agents  or  mana- 
gers. Export  agents  perform  many  of  the  functions  of  the  commis- 
sion houses,  but  are  paid  by  the  manufacturer  instead  of  by  the 
foreign  merchant.  In  recent  years  there  has  been  a  marked  ten- 
dency for  the  commission  bouses  to  take  up  special  agencies.  It  will 
be  seen,  therefore,  that  in  all  three  countries  the  export  merchant 
is  a  distinct  factor  and  that  he  is  no  less  in  evidence  in  England  and 
Germany  than  here.  Yet  the  very  existence  of  the  export  commis- 
sion bouses  is  all  but  ignored  by  the  American  government  officials 
in  discussing  foreign  trade,  and  this  has  caused  a  good  deal  of  mis- 
understanding. 

The  establishment  of  branch  offices  orwarehouses  abroad  on  the 
part  of  manufacturers  is  the  exception,  not  the  rule,  in  export 
trade.  A  theory  that  manufacturers  must  open  branch  houses  in  all 
the  world's  markets,  in  order  to  do  business,  would  lead  even  the 
more  than  average  sized  manufacturer  to  bankruptcy.  American 
export  trade  in  manufactured  goods  is  shared  by  thousands  of 
manufacturers,  big  as  well  as  little,  little  as  well  as  big,  and  of  those 
thousands  it  is  doubtful  whether  more  than  twenty  have  their  own 
local  branches,  carrying  stocks,  in  Buenos  Aires,  for  instance.  With 
rare  exceptions,  the  manufacturer,  British,  German  and  American, 
whatever  his  size,  finds  it  more  economical  and  more  profitable  to 
let  others  perform  some  of  the  functions  necessary  to  get  the  goods 
from  factory  to  foreign  consumer.  No  manufacturing  corporation, 
however  large,  has  its  own  sales  organization  in  all  markets,  although 
two  or  three  come  very  close  to  it,  including  one  American  oil  com- 
pany and  one  American  sewing  machine  company. 

In  Buenos  Aires,  for  instance,  there  are  just  forty-four  American 
bu^ness  houses  other  than  industrial  plants.  These  forty-four 
comprise  all  the  American  dealers,  the  American  importers  and  ex- 
porters, as  well  as  the  local  branch  offices  of  American  manufac- 
turers. There  are  one  hundred  and  sixty-three  British  bu^ess 
houses  in  Buenos  Aires  and  two  hundred  and  ninety-nine  German, 
and  in  view  of  the  large  number  of  merchant  importers  of  those 
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nationalities  domidled  in  Buenos  Aires,  it  is  evident  that  few 
manufacturers  of  those  countries  can  have  branches  in  Buenoe 
Aires,  or  the  total  number  of  business  bouses  credited  to  them 
would  be  very  much  larger.  This  may  be  better  appreciated  when 
it  is  realised  that  there  are  29,690  business  houses  in  Buenos  Aires 
exclusive  of  industrial  or  manufacturing  plants,  and  of  this  number, 
which  included  the  retail  establishments,  12,383  are  Italian,  7,822 
Spanish  and  4,358  Ai^ntine.  These  figures  are  from  a  recent  in- 
dustrial census  taken  of  Buenos  Aires,  as  reported  in  Commerce 
ReporU  published  by  the  Department  of  Commerce. 

The  number  of  American  manufacturers  having  their  own 
salaried  exclumve  representatives  permanently  in  Buenos  Aires 
carrying  no  stock,  and  selling  to  lai^r  bouses,  wholesalers  chiefly, 
is  only  a  trifle  lat^r  than  those  having  their  own  branches.  It  is 
impossible  to  fix  the  exact  number,  but  a  liberal  estimate  would  be 
seventy-five.  The  number  of  British  or  German  exclu^ve  repre- 
sentatives may  be  estimated  as  proportionately  the  same.  If 
Argentina  has  so  few  branch  establishments  and  exclusive  r^re- 
sentatives,  what  must  be  the  case  in  smaller  markets  such  as  Chile, 
Peru,  the  Amazon  district  of  Brazil,  or  even  Rio  de  Janeiro?  There 
are  not  a  dozen  American,  British  or  German  manufacturers  who 
maintain  their  own  branches  with  stocks  in  all  Brazil,  and  less  in 
Chile  or  Peru.  Moreover,  while  in  certain  trades  one  or  two  manu- 
facturers have  their  own  foreign  branches,  their  competitors  also  do 
a  large  export  business.  For  instance,  one  American  typewriter 
company  has  its  own  retail  branch  in  Buenos  Aires.  Other  Ameri- 
can typewriteis  are  equally  as  .well-known  in  the  Argentine  market, 
although  their  distribution  is  done  by  local  dealers.  A  famous 
sewing  machine  company  has  its  own  retail  branches  not  only  in 
Buenos  Aires,  but,  seemingly,  in  every  town  of  even  slight  importance 
throughout  Latin  America.  Yet,  other  American  sewing  machine 
companies  do  a  large  buuness  in  the  same  markets. 

Cooperative  forogn  selling  ^encies  in  non-competing  lines 
are  by  no  means  a  new  thing  in  export,  although  comparatively 
rare.  Five  large  hardware  manufacturers  in  Philadelphia  have  such 
an  organization.  Some  twenty  manufacturers  of  printers'  supplies, 
paper,  etc.,  have  one.  That  particular  line  is  one  which  seemingly 
offers  an  especially  good  field  for  such  a  plan.  There  can  be,  of 
course,  no  legal  objections  to  such  export  combinations  as  that. 
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Nor  can  there  be  any  economic  objection,  for  in  theory  such 
organizations  are  sound.  But  in  practice  the  difficulties  of  securii^ 
the  right  personnel,  overcoming  the  opposition  of  local  importers, 
and  satisfying  all  the  constituent  manufacturers,  some  of  whom  are 
bound  to  feel  that  their  share  of  the  sales  is  less  than  their  share  of 
the  expense,  are  so  great  as  to  make  its  general  success  not  perhaps 
impossible,  but  certunly  difficult. 

On  the  other  hand,  there  are  numerous  business  houses  all 
over  the  vorld  which  perform  practically  all  the  functions  which 
such  an  organization  could,  at  a  mJnirnuT"  of  cost  and  risk  to  the 
manufacturers.  These  houses  are  firmly  established,  and  their 
experience,  personnel,  capital  and  intimate  Icnowledge  of  local  coq- 
ditjons,  make  them  by  far  the  best  channel,  in  most  cases,  for  local 
distribution  of  merchandise.  The  Clayton  Act,  as  has  been  pointed 
out,  exempts  from  its  provraons,  arrangements  between  manufac- 
tureiis  and  agents  or  dealers  as  regards  export  trade,  and  that  exemp- 
tion was  wisely  made. 
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COMMERCIAL  ISOLATION  VERSUS 
INTERNATIONAL  TRADE 

By  Moritz  J,  Bonn, 
ProfeeBor  of  PoLtical  Economy,  Umvereity  of  Munich,  Gennftny. 

The  future  trade  of  the  United  States  and  of  the  world  at  large 
will  not  depend  so  much  on  the  changes  between  the  different 
nations  brought  about  by  the  war,  as  upon  the  principle  of  trade 
organization  which  will  be  adopted  at  its  close. 

For  more  than  a  century  the  world  has  discarded  the  principle 
of  self-sufficiency  which  was  the  trade  ideal  of  days  gone  by  and 
moved  deliberately  to  a  state  of  iDternational  interdependency, 
though  the  danger  of  war  was  never  absent  from  the  minds  of 
European  nations.  They  and  their  foreign  customers  had  become 
dependent  on  each  other  not  only  for  luxuries  but  for  the  necessities 
of  life.  Germany,  for  example,  is  dependent  on  foreign  supplies 
for  about  8  per  cent  of  her  grain  foodstuffs;  she  is  dependent  for 
the  proper  working  of  her  estates  on  the  yearly  immigration  of 
foreign  laborers;  foreign  countries  are  dependent  on  her  for  dye- 
stuffs,  sugar,  and  to  a  certain  degree  for  credit.  The  d^ree  and 
the  nature  of  international  dependency  vary  in  different  countries. 
It  is  probably  the  smallest  in  the  United  States  and  greatest  in 
England.  It  has  been  the  basic  principle  of  modem  trade  devel- 
opment. 

Will  that  principle  be  affected  by  the  experience  of  the  war? 
I  am  not  discussing  the  changes  of  a  temporary  nature  brought 
about  by  re-arrangements  between  the  belligerents  and  the  neutrals 
and  between  the  neutrals  themselves.  I  am  alluding  to  the  per- 
manent change  in  the  principle  of  international  trade.  It  seems  to 
me  that  such  a  change  is  unavoidable  if  certain  conditions  are 
not  fulfilled. 

I.  International  trade  evolved  an  international  clearing  hotise 
of  which  London  was  the  seat.  Though  England's  share  of  the 
world's  trade  is  only  about  IS  per  cent,  she  is  by  far  the  biggest 
importer  of  bulky  goods  and  the  greatest  carrier  between  nations. 
A  very  great  share  of  international  obligations  was  cleared  in  Loq- 
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doD  by  means  of  drafts  on  London.  There  always  was  a  demand 
for  those  drafts,  based  on  the  firm  belief  that  drafts  on  London,  and 
drafts  on  London  alone,  were  as  good  as  gold.  That  belief  has  been 
shattered.  London  drafts  were  not  as  good  as  gold.  In  fact, 
England  opened  the  list  of  countries  proclaiming  a  moratorium; 
postponing  of  payment  did  not  come  to  an  end  before  the  beginning 
of  December.  This  fact  has  not  found  due  attention  in  the  United 
States,  since  at  the  date  of  the  proclamation  of  the  moratorium 
they  were  heavily  indebted  to  England.  The  rest  of  the  world 
has  realized  it  well  enough.  As  far  as  international  payments 
are  concerned,  English  credit  has  broken  down  completely.  It  can- 
not resume  its  former  place,  for  the  beUef  that  England  is  safe  from 
war  cannot  any  longer  be  maintained.  It  is  doubtful  whether  any 
other  market  can  take  England's  place,  which  depended  on  neutral- 
ity and  security  in  European  wars  and  on  the  absence  of  unwise 
home  legislation.  If  New  York  could  take  London's  place,  well 
and  good,  if  not,  a  permanent  serious  damage  to  the  international 
trade  machinery  will  have  been  done. 

The  amount  of  capital  invested  by  the  leading  countries  in 
foreign  lands  has  been  considerable.  England's  foreign  invest' 
ments  were  valued  at  about  $14,000,000,000,  France's  investments 
at  16,000,000,000,  German  investments  at  $5,000,000,000.  The 
indebtedness  of  the  United  States  is  calculated  at  $6,000,000,000. 
It  has  always  been  assumed  that  those  international  credits  formed 
a  great  asset  to  the  creditor  nations  in  time  of  war,  inasmuch  as 
sales  would  facilitate  borrowing  for  war  purposes.  The  closing  of 
the  neutral  stock  exchanges  has  greatly  hampered  the  disposal  of 
those  securities.  They  could,  of  course,  be  loaned  and  thus  yield 
something,  but  they  have  not  proved  the  mainstay  of  war  finance 
they  were  expected  to  be.  The  center  for  those  international 
securities  was  London.  The  probable  decline  in  international 
security  dealing  would  affect  London  most  severely,  even  if  no  other 
forces  were  at  work. 

As  London  was  the  great  center  of  international  trade  and  inter- 
national finance  many  securities  were  dealt  in  London  exclusively. 
Many  of  them  belonged  to  foreign  countries.  Many  foreigners, 
among  them  many  citizens  of  the  belligerent  countries,  invested 
money  by  means  of  the  London  stock  exchange  and  deposited 
the  securities  in  London.    Falling  back  on   an  old  law,    which 
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forbida  tradiog  with  the  enemy,  the  British  govenunent  took  over  aU 
property  belongiiig  to  private  citizens  of  belligerent  countries. 
Though  it  may  be  possible  to  pay  an  enemy  for  goods  bought  from 
him,  it  is  forbiddeo  to  let  him  have  the  dividends  on  his  stocks,  the 
share  of  his  business,  the  control  of  his  securities.  British  statis- 
tics show  that  property  to  the  value  of  $425,000,000  is  kept  from 
its  rightful  owners  by  tbe  action  of  that  government.  German 
patents  in  England  were  confiscated.  In  fact,  all  income  rightfully 
due  to  private  citizens  was  withheld.  Russia  and  France  quickly 
followed  suit  and  after  a  few  months'  interval  the  German  and 
Austrian  government  had  to  retaliate.  It  is  but  right  to  assume  that 
those  bufflness  men  who  have  gone  through  the  experience  of  seeing 
their  income  withheld  from  them  and  who  are  deprived  of  the  control 
of  th^r  capital  will  avoid  future  investments  of  any  sort  in  England 
or  France.  It  is  very  doubtful  whether  another  credit  market 
having  the  same  facilities,  but  givii^  them  real  security,  can  be 
found.  Capital  will  be  far  more  nationalised  than  before.  Inter- 
national credit  relations  will  have  received  a  severe  blow. 

II.  Up  to  now  international  theory  assumed  that  private 
property  was  practically  free  from  seizure,  provided  it  was  not  used 
directly  for  the  support  of  armies.  It  was  assumed  on  all  sides  that 
there  might  be  some  difhculty  in  getting  raw  materials  and  pro- 
vimons  for  the  civil  population  in  ships  of  the  belligerents.  But  it 
was  always  maintained  that  neutrals  would  be  free: 

A.  To  send  non-oontraband  goods  to  any  of  the  belligerante  witiiout  serious 
mokatation; 

B.  To  trade  with  other  neutrab  even  if  there  was  Bome  assomption  of  the 
goods  ultim&tety  reaching  the  enemy. 

This  belief  has  been  shattered.  Eariy  in  the  war  many  neutral 
countries  bordering  on  Germany  were  dependent  on  importation 
from  abroad  for  all  sorts  of  supplies.  They  were  not  allowed  to  get 
them  without  promising  to  lay  an  embargo  on  exports  to  Germany. 
Thus  the  transit  trade  was  interfered  with.  Later  on  the  importa- 
tion of  food  destined  for  the  civil  population  of  Germany  was  pro- 
hibited, even  if  carried  in  neutral  ships.  This  development  showed 
plunly  enough  that  dependency  on  foreign  supplies  might  endanger 
a  nation  in  time  of  war.  Not  only  could  the  supply  of  armies  be 
prevented — everybody  had  always  reckoned  with  that  possibility 
— but  a  poUcy  of  starvation  might  be  directed  against  the  <nvil 
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population  including  women  and  children.  Neutral  states  depend- 
ing on  importation  themselves  had  do  power  of  protesting  aa  their 
supply  might  be  injured.  The  only  country  which,  as  the  supplier 
of  all  sorts  of  goods,  foodstuffs  as  well  aa  armaments,  is  indispea- 
aable  to  the  Allies  whose  fleet  prevent  trade,  the  United  States, 
has  chosen  to  tolerate  that  practice,  though  it  disapproves  of  its 
principle. 

This  fact  will  dominate  the  future  of  international  trade,  for 
the  effective  protest  of  neutral  powers  haa  always  been  considered 
the  one  security  in  time  of  war  on  which  trade  could  rely.  That 
security  has  f^ed. 

It  is  not  very  likely  that  the  policy  of  starvation  tried  against 
Germany  will  succeed.  It  is  sufficient  that  it  has  been  tried.  It 
might  succeed  at  other  times  and  against  other  countries  in  other 
circumstances.  No  nation  has  the  right  to  run  a  risk  twice,  after 
having  escaped  by  the  skin  of  its  teeth,  aa  it  is  not  likely  that  wars 
will  never  occur  in  the  future. 

Two  policies  and  two  possibilities  only  exist  with  regard  to  the 
future  of  foreign  trade : 

1.  The  easiest  way  of  preventing  danger  of  starvation  will  be 
a  return  to  the  policy  of  self-sufficiency.  Such  a  policy  is  only 
possible  to  big  countries  like  Germany.  Elven  she  would  have  to 
pay  a  big  price  for  it.  She  might  achieve  it  by  confederation  with 
neighboring  countries;  for  example  a  customs-union  with  Austria- 
Hungary,  and  by  relying  more  and  more  on  international  trade  by 
land  via  the  Balkans  and  Asia  Minor  than  by  over-sea  trade,  sub- 
ject to  the  control  of  foreign  powers.  It  would  not  make  her  entirely 
independent  of  foreign  supplies,  but  by  combining  a  policy  of 
self-sufficiency  with  one  of  goverameat  storehouses  for  cotton, 
coffee,  etc.,  she  might  be  fairly  secure.  Her  chemical  industries 
might  discover  new  supplies;  for  example,  at  present  the  import  of 
nitrate  from  Chile  is  entirely  supplanted  by  arUficial  nitrate  made 
in  Germany.  It  would  be  a  costly  process  to  her,  but  it  could 
be  achieved,  though  the  trade  interests  of  other  countries,  amongst 
them  the  United  States,  would  suffer  greatly.  There  is  no  doubt 
that  countries  like  Chile  or  Argentine  could  not  look  to  the  American 
market  for  the  diminished  exports  in  raw  material.  Their  pur- 
chasing power  would  suffer,  and  Uke  most  suffering  countries  they 
would  be  obliged  to  take  up  a  policy  of  seclusion  and  artificial  ipdus- 
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trialization.  The  emaller  European  countries  could  not  follow 
such  a  policy.  They  might  be  compelled  by  their  economic  inter- 
ests to  enter  into  commercial  unions  with  bigger  neighbors  as  they 
scarcely  could  aETord  to  stand  alone. 

2.  A  policy  of  self-sufficiency  cannot  be  adopted  by  England. 
Even  if  we  include  Irelitnd  (and  England's  connection  with  Ireland 
depends  on  the  control  of  the  sea)  she  could  not  hope  to  find  food 
and  work  for  her  people  within  her  confines;  she  will  have  to  rely 
on  over-sea  supplies.  She  will  have  to  take  them  more  and  more 
from  her  possessions.  She  will  have  to  change  her  system  of  free 
trade,  as  her  fiscal  system  will  be  unable  to  bear  the  strain  of  war 
finance,  and  she  will  have  to  try  to  compensate  her  dependencies 
for  continued  support.  But  her  connection  with  the  dominions 
depends  on  the  same  control  of  the  sea,  as  does  the  over-sea  trade  of 
other  nations. 

Her  policy  has  always  been  to  insure  her  over-sea  supply  by 
the  overwhelming  strength  of  her  navy.  Her  navy  has  been  the 
means  of  cutting  off  the  supplies  of  other  nations  and  of  guaran- 
teeing her  own  supply.  As  long  as  she  is  able  to  maintain  that 
attitude,  international  trade  cannot  be  free  and  nations  depending 
on  international  trade  are  depending  on  England.  If  England 
ever  went  to  war  with  Eussia,  a  contingency  by  no  means  impossible, 
she  might  stop  non-contraband  trade  at  San  Francisco  and  Seattle. 
She  might  try  to  stop  Germany's  supply  of  copper  from  the  United 
States,  for  fear  of  its  transportation  to  Russia.  And  there  is  only 
one  remedy  against  that,  it  seems:  the  possession  of  a  navy  big 
enough  to  protect  one's  trading  rights,  those  of  the  neutrals  as  well 
as  those  of  belligerents.  The  big  countries  will  have  to  face  the 
question  of  which  will  be  the  better  policy  for  them:  an  expensive 
navy  and  increasing  international  dependency;  or  a  system  of  store- 
houses, a  smaller  navy  and  self-sufficiency.  If  they  choose  the 
latter,  the  small  countries  will  be  at  England's  mercy.  If  they 
choose  the  first,  the  small  countries  may  profit  by  the  fleets  of  their 
big  neighbors.  It  seems  to  me  that  the  future  prospects  of  inter- 
national trade  are  very  dark,  whatever  be  chosen,  if  the  world  goes 
on  tolerating  the  claims  of  a  single  state  to  regulate  international 
commerce  according  to  her  own  insular  wants.  There  can  be  no 
free  international  trade  without  the  free  sea.  And  if  there  is  no 
such  commerce,  the  permanent  growth  of  the  trade  of  the  United 
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States  will  be  quite  as  unsafe  as  that  of  other  countries.  Protests, 
experience  has  shown  that  plainly  enough,  are  of  no  avail,  even  when 
issued  by  a  neutral  who  could  easily  retahate.  The  future  of 
international  trade  mostly  depends  on  the  question  of  whether 
there  is  a  hope  of  inducing  England  to  change  her  attitude.  Such 
a  hope  exists  as  soon  as  England  will  realize  that  she  cannot  main- 
tain the  supremacy  of  the  sea,  which  alone  safeguards  her  against 
starvation  at  the  present  time.  As  long  as  that  supremacy  de- 
pended on  expensive  battleships,  her  freedom  from  military  burdens 
gave  her  a  great  financial  advantage.  If  it  could  be  shown  that 
the  submarine,  which  is  comparatively  cheap,  can  stop  trade  as 
effectively  as  battleships,  that  advantage  has  gone.  Moreover, 
experience  has  shown  that  England's  superiority  at  sea  is  much 
smaller  than  was  ever  believed,  even  when  she  is  allied  to  three 
powerful  nations.     That  alliance  will  not  be  permanent. 

Lastly,  England  is  bound  morally  as  well  as  by  her  interests  to 
drive  Germany  from  Belgium.  It  might  be  a  cheap  price  for  her  to 
accept  the  principle  of  the  free  sea  in  theory  and  practice,  which 
she  alone  of  all  nations  objects  to.  It  might  be  the  only  method 
of  getting  her  way. 

The  support  of  the  neutrals,  whose  interests  she  has  greatly 
violated,  might  make  such  policy  more  acceptable  to  her.  If  the 
principle  of  the  free  sea  is  acknowledged  and  safe-guarded  with 
efficient  safe-guards,  there  will  be  a  great  and  beneflcient  devel- 
opment of  international  trade.  If  not,  the  world — and  America 
with  the  rest  of  the  nations — will  have  to  chowe  between  commercial 
isolation  or  interdependence  defended  by  costly  armaments. 
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WITH  THE  UNITED  STATES  AS  AFFECTED  BY 

THE  EUROPEAN  WAR 

Bt  Lms  F.  CoBBA, 
Foimw  Minuter  of  Nioaragiu  to  the  United  Statee. 

The  relations  of  Central  and  South  America  with  the  United 
States  may  be  reduced,  for  the  pmpose  of  our  discussion,  into: 
political  relations,  commercial  relations  and  intellectual  relations. 

Political  Relatiom 

The  political  relations  of  the  United  States  with  the  countries 
of  Central  and  South  America  have  undoubtedly  been  modified  by 
reason  of  the  European  war.  This  appears  from  the  expression  of 
opinions  formed  by  the  people  of  Latin  America,  with  relation  to  the 
civilized  countries  of  Europe,  now  at  war,  which  only  yesterday 
were  criticising  the  pohtical  turmoils  of  some  of  the  countries  of  this 
hemisphere  and  clamoring  in  the  name  of  civilization  and  humanity 
for  the  intervention  of  some  of  the  stronger  republics  in  the  affwrs  of 
their  weaker  sisters.  It  suffices  to  say  that  the  spirit  of  solidarity 
and  good  will  among  the  Latin  American  nations  is  markedly 
stronger  and  a  growing  intimacy  between  these  countries  and  the 
United  States  is  now  apparent. 

Meanwhile,  everything  seems  to  tend  to  the  formation  of  a 
more  complete  union  for  the  defense  of  the  common  interest  of  the 
nations  of  this  continent.  We  may  say  confidently  that  if  tomorrow 
the  United  States  were  to  be  involved  in  a  foreign  conflict,  the 
United  States  would  not  be  alone  for  its  Latin  American  sisters 
would,  in  my  opinion,  demonstrate  that  the  territory  of  this  con- 
tinent cannot  be  attacked  with  impunity,  and  would  manifest  in 
no  uncertain  fashion  thnr  interpretation  of  the  Monroe  Doctrine, 
— "America,  the  continent,  for  the  Americana  of  the  continent." 
Nevertheless,  it  must  ever  be  borne  in  mind  that  in  order  to  foster 
the  growing  confidence  of  the  I^atin  American  republics,  it  is  neces- 
sary that  this  great  nation  should  take  no  backward  step,  but 


Digitized  by  Google 


Thsi  United  Statbs  and  CxHtRkL  aNd  Sotirfl  Ambhica  67 

ahould  mcreasingly  put  in  practice  the  theories  and  principles  so 
ably  advocated  by  its  leading  statesmen. 

Commercial  ReUUiona 

The  commercial  relations  between  the  United  States  and  the 
countries  of  Latin  America  have  been  affected  both  favorably  and 
unfavorably  by  the  European  war.  The  German  trade,  which  was 
one  of  the  main  sources  of  supply  for  Latin  America  and  one  of  the 
best  markets  for  the  products  of  those  countries,  has  been  prac- 
tically paralyzed.  The  manufacturing  and  financial  powers  of 
Ei^land  and  France  have  been  considerably  decreased.  In  view 
of  these  ciicumstances,  the  opportunity  has  been  presented  to  the 
United  States  to  supply  to  Central  and  South  America,  at  least, 
part  of  the  products  which  these  markets  imported  from  Europe 
before  the  vrar.  The  result  will  be  that  the  Latin  American  con- 
sumers will  accustom  themselves  to  the  products  of  the  United 
States,  and  will  finally  adopt  them  for  then-  needs  in  the  future.  So 
also,  the  products  of  Latin  America  will  be  imported  in  greater 
quantities  than  heretofore  by  the  United  States  and  reciprocal 
trade  relations  established,  that  cannot  help  but  result  to  mutual 
advantage.  To  this  extent,  therefore,  it  may  be  stud  that  the 
commercial  relations  have  been  favorably  aiffected.  But  they  have 
also  been  unfavorably  influenced, — first,  due  to  the  fact  that  this 
country  does  not  possess  a  merchant  marine,  and,  since  the  foreign 
vessels  which  at  present  ply  between  this  country  and  other  parts 
of  the  American  continent  are  so  scarce,  the  freight  rates  have 
materially  increased.  Moreover,  the  American  manufacturer, 
accustomed  to  sell  his  goods  on  a  cosh  basis,  or  at  short  terms,  finds 
it  difficult  or  impossible  under  the  unfavorable  conditions  now 
existing  to  grant  the  liberal  terms  of  credit  which  the  Latin  American 
merchants  have  formeriy  received  from  European  countries.  And 
finally,  the  absence  of  adequate  banking  connections  between  the 
United  States  and  the  Latin  American  republics  has  resulted  in 
difficulties  which  the  recent  efforts  of  an  important  United  States 
banking  institution  have  thus  far  been  able  only  slightly  to  amelio- 
rate. 

For  the  purpose  of  overcoming  the  unfavorable  conditions 
existing  today,  numerous  remedies  have  been  and  are  yet  being 
offered  by  authorities  on  the  subject.    Therefore,  I  shaU  only  refer 


Digitized  by  Google 


68  Thb  Annau  of  tbe  Ahebican  Acadeht 

to  a  question  which,  although  very  import&nt,  I  have  not  heard 
discussed  bo  far^  and  that  is  the  influence  exerted  in  the  commercnal 
relations  by  the  acts  of  the  government  in  its  intercourse  with  the 
countries  of  Latin  America. 

In  this  regard  it  may  be  said  that  the  commercial  and  manu- 
facturing organizations  of  this  country,  which  attend  with  such 
scrupulous  care  to  all  things  that  might  affect  their  interests,  have 
not  endeavored  to  discover  to  what  extent  the  policy  of  the  govern- 
ment of  this  nation  with  relation  to  the  Latin  American  countries 
influences  the  development  of  the  commercial  intercourse  between 
the  United  States  and  those  coimtries.  In  fact,  they  have  not 
thought,  apparently,  that  a  lofty  and  far-seeing  policy  such  as  that 
of  Secretary  Blaine,  that  a  policy  of  cordiality  and  cooperation  such 
aa  that  of  Secretary  Hay,  and  that  a  policy  of  mutual  understanding 
and  political  harmony  such  as  that  of  Secretary  Root,  are  the  solid 
foundations  on  which  the  commercial  relations  with  those  countries 
must  be  based  to  be  successful.  Contrariwise,  it  would  appear  that 
they  have  not  considered  that  the  policy  of  "Dollar  Diplomacy" 
or  an  attitude  so  vague  and  shifting  as  not  to  be  recognized,  as  a 
policy  of  any  kind,  can  only  result  in  distrust  and  resentment  tunong 
the  people  of  the  southern  countries,  and  create  conditions  which 
can  only  be  prejudicial  to  the  formation  and  development  of  trade 
relations. 

Therefore,  I  venture  to  propose  that  the  chambers  of  commerce 
and  the  manufacturii^  associations,  wishing  to  develop  their  trade 
with  the  markets  of  Central  and  South  America,  appoint  committees 
composed  of  men  well  versed  in  the  laws,  and  thoroughly  famihar 
with  the  customs,  tastes,  tendencies  and  ideals  of  those  countries,  so 
that  they  may  study  the  problems  which  frequently  arise  in  con- 
nection with  the  foreign  policies  of  successive  administrations  in 
this  country  and  direct  attention  towards  anything  which  might 
in  any  way  affect  unfavorably  the  trade  intercourse  and  develop- 
ment between  this  nation  and  its  sisters  to  the  South.  AH  the 
endeavors  of  these  committees  will  tend  to  aid  the  government,  and 
when  their  activities  are  published  in  due  course,  the  people  of 
Latin  America  will  realize  that  this  nation,  that  tbe  people  of  the 
United  States  as  a  whole,  and  specifically  the  group  of  manufacturers 
or  merchants  with  whom  they  deal,  are  not  responsible  for  any 
reprehensible  policy  of  a  particular  administration,  but  that  the 
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responsibility  lies  with  some  unfaithful  public  servant  incapable  of 
understanding  bis  duties,  or  with  a  political'group  which  misrepre- 
sents tbe  sentiments  of  the  people  of  this  great  nation. 

InteUedual  Relaiiom 

In  regard  to  the  intellectual  relations  we  may  say  that  these 
are  seemingly  the  ones  which  have  been  affected  the  least.  There 
is  noticeable,  notwithstanding,  a  strong  tendency  toward  the  de- 
velopment of  such  relations.  The  merchants  and  manufacturers  of 
this  country  are  studying  with  genuine  enthusiasm  everything 
concerning  Central  and  South  America,  and,  on  the  other  hand,  the 
men  of  these  countries  are  showing  greater  interest  and  a  more 
thorough  appreciation  of  all  things  relating  to  the  United  States. 
This  condition  of  affairs  will  certainly  result  in  a  more  rapid  and 
positive  development  of  intellectual  intercourse,  which  is  an  in- 
dispensable factor  if  we  would  have  more  profitable  and  lasting 
commercial  and  political  relationship. 

It  has  been  thus  understood  by  some  learned  Americans,  real 
leaders  of  thought,  who  have  been  laboring  for  many  years  with 
tenacity,  conveying  to  Latin  America  tbe  manifestations  of  the 
wonderful  progress  of  this  country  in  literature,  art,  etc.,  and  bring- 
ing in  turn  from  there  to  be  spread  in  due  course  in  this  land  all 
their  observations  concerning  the  intellectual  and  material  advance- 
ment of  the  Latin  American  republics  and  tbe  richness  of  their 
natural  resources.  Amot^  tbe  most  distinguished  leaders  who  have 
undertaken  this  worthy  task  is  our  own  Dr.  Rowe,  whose  name  we 
are  proud  to  mention  as  well  as  those  of  Professors  Shepherd,  Bing- 
ham and  Moses,  who,  like  Dr.  Rowe,  have  largely  been  instrumental 
in  the  initiation  of  intellectual  intercourse  between  this  country  and 
the  Latin  American  states.  Results  not  less  important  have  been 
accomplished  in  this  direction  by  the  continuous  efforts  and  the 
propaganda  carried  on  at  all  times  by  the  most  popular  of  the 
directors  of  the  Pan  American  Union,  Mr.  Barrett.  All  these 
gentlemen  may  well  feel  satisfied  with  their  labors  which  have  been 
suitably  recognized  by  universities  and  governments  in  Latin 
America.  They  may  be  truly  called  American  citizens  in  tbe  sense 
of  being  citizens  of  the  whole  American  continent. 

Here  I  cannot  refrain  from  callit^  attention  to  Harvard  Uni- 
versity for  taking  tbe  first  step  in  the  right  direction  with  a  view  to 
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closer  intellectual  intercouTBe  with  Latin  America,  by  inviting  the 
well  known  diplomat  and  writer,  Senor  Olivdra  Lima,  to  give  lec- 
tures concerning  the  hiatoiy  and  literature  of  those  countries.  Let 
us  hope  that  other  univerBities  here  will  follow  the  example  set  by 
Harvard  and  that  there  may  be  other  public  spirited  men  willing 
and  able  to  continue  the  work  so  admirably  commenced  by  Messrs. 
Howe,  Shepherd,  Bingham  and  Moses. 

Summarizing  them,  we  may  say  that  up  to  the  present  moment, 
the  European  war  has  resulted  in  &  very  considerable  advantage 
to  the  United  States  in  its  relations  with  Central  and  South  America 
and  that  undoubtedly  such  advantage  will  continue  on  an  ever  in- 
creasing scale  providing  this  country  ehall  properly  direct  its  ener- 
giee: 

1.  In  actually  praotiDing  tbe  broad  minded  theories  and  noble  princ^ika 
which  have  from  time  to  time  been  expounded  by  the  repreeentatiTM  of  thia 
govenunent  in  their  (UacuaBion  of  Latin  Americaa  aSun; 

2.  In  the  creation  of  a  mtrohont  marine; 

3.  In  procuring  an  adequate  incraue  of  banking  faoilitiee  and  amo^ng  for 
more  libwal  oradita  in  oommetcial  tranaactionB; 

4.  In  sending  competent  representatives  for  the  detailed  study  of  tde  pec^le 
of  those  countries  and  their  resources;  and 

6.  In  niranging,  whneTer  it  may  be  practicat,  for  the  interchange  of  pro- 
feason  in  the  univenitieB  and  the  study  of  at  least  the  Spamiah  language  in  these 
univenitiefl  and  ecboOlB. 

If  the  course  indicated  should  be  followed  during  the  next  ten 
or  fifteen  years,  in  no  part  of  the  world  will  there  be  witnessed  a 
greater  commercial  development  and  a  more  intimate  political,  and 
intellectual  relationship  than  will  exist  between  the  United  States 
and  the  republics  of  Central  and  South  America. 
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Bt  Chablbb  M.  Muchnic, 
Vioe  Pnetdent,  Ammo&n  Locomotive  Saks  Corponttioo. 

Trade  between  two  or  more  countries  can  be  Buccessfully  es- 
tablished and  maintained  only  when  such  trade  is  baaed  upon  a  more 
or  less  equal  exchange  of  their  products.  Political  consideration  or 
sentiment  alone  never  has  and  never  will  create  to  any  appreciable 
^ctent  trade  between  foreign  countries. 

The  people  of  the  United  States  have  always  shown  a  great 
deal  of  interest  in  the  political  development  of  the  South  and  Cen- 
tral American  Republics.  The  pronouncement  of  the  Monroe 
Doctrine  nearly  a  century  ago  is  without  doubt  the  most  convincing 
proof  of  the  bond  of  political  solidarity  that  has  existed  and  still 
exists  between  the  republice  tn  the  North  and  South  American 
continents. 

It  is  true  that  the  ABC  powers  and  some  of  their  neighbors 
have  long  since  reached  the  stage  of  maturity  when  they  can  hold 
their  own  agunat  European  aggression,  and  many  South  American 
statesmen  have  resented  in  recent  years  any  reference  to  the  present 
recognition  of  the  Monroe  Doctrine,  demanding  ita  official  with- 
drawal, and  yet  the  events  of  the  last  year  or  two  have  demonstrated 
its  potentiality  for  the  prevention  of  foreign  aggression  upon  Latin 
America  with  the  same  eflfectiveness  that  it  has  exercised  from  the 
date  of  its  declaration. 

If  we  had  displayed  the  same  interest  and  helpfulness  towards 
the  economic  development  of  the  countries  south  of  us  as  in  their 
political  independence,  the  subject  under  discussion  today  would 
have  been  of  a  different  character.  I.atin  American  trade  has  been 
a  very  popular  subject  of  late;  much  has  been  written  about  it  and 
it  has  been  widely  discussed,  and  I  believe  do  other  section  of  our 
foreign  trade  arouses  to  any  greater  extent  the  imagination  and 
interest  of  our  manufacturers  and  merchants  than  that  with  our 
southern  republics.  Sporadic  efforts,  in  times  of  extreme  industrial 
(Jepression,  such  as  we  are  enjoying  at  present,  are  made  that  usuaUy 
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meet  with  disappointmeDt  and  when  good  times  come  along  the 
South  American  markets  are  foi^tten.  If  we  are  to  secure  a 
permanent  foothold  in  South  America  we  must  first  thoroughly 
understand  all  the  phases  surrounding  foreign  and  international 
commerce  and  then  organize  all  the  component  forces  essential 
for  the  successful  inauguration  and  development  of  our  trade  with 
the  countries  south  of  us.  The  manufacturer  alone,  without  the 
assistance  of  our  bankera  and  investing  institutions,  cannot,  in 
spite  of  Herculean  efforts,  make  much  headway  iif  I^tin  America. 

It  is  generally  assumed  that  the  South  American  markets  are 
open  markets.  As  a  matter  of  fact  they  are  not,  and  it  is  the  first 
disillusion  with  which  the  pioneer  meets  on  tiis  South  American 
trip.  There  are,  to  be  sure,  no  tfuiffs  discrimlnatiDg  against  the 
American  manufacturer  as  compared  with  his  European  rival,  but 
he  finds  that  the  markets  are  entirely  closed  to  him  by  arrangements 
and  orders  issued  from  London,  Berlin  and  Paris  over  which  the 
South  Americfm  governments  have  no  control.  If  the  pioneer  is  a 
merchant  and  not  a  manufacturer,  he  finds  that  the  large  wholesale 
commission  houses  and  distributors  are  in  the  hands  of  Emopeans, 
with  their  banks  always  ready  to  discount  their  bills  and  to  offer 
them  every  facility  possible  throi^b  the  local  branches  of  the  home 
banking  institutions. 

In  the  matter  of  exchange  and  shipping  facilities  our  pioneer 
finds  that  he  is  equally  at  a  disadvantage  as  compared  with  the 
European  rivals  on  account  of  the  more  equitable  interchange  of 
traffic  of  coomiodities,  existing  under  normal  conditions,  between 
South  American  countries  and  Europe.  We  must  grasp  and  under- 
stand the  full  significance  of  these  facts  if  we  are  to  occupy  an  equal 
position  with  the  European  countries  in  our  trade  with  South 
America. 

Credits  arid  InoestmerUa 

South  American  business  has  been  built  up  and  developed 
on  the  basis  of  long  credits.  These  are  extended  to  purchasers  by 
locfd  commisaion  houses,  usufdiy  of  European  origin,  and  for  the 
accommodation  of  which  the  South  American  purchasers  pay  10 
per  cent,  20  per  cent  and,  in  many  instances,  a  much  greater  in- 
terest. The  American  manufacturer  who  would  welcome  an  oppor- 
tunity to  do  business  direct  with  the  South  American  purchaser  can- 
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not  grant  unlimited  credits,  both  as  to  time  and  amount;  nor  does 
he  find  it  desirable,  for  obvious  reasons,  to  deal  through  European 
commission  houses;  and  he  can  turn  to  no  bank  of  his  own  country 
that  would  be  willing  to  discount  his  bills  or  advise  him  as  to  the 
credit  of  the  purchaser.  This  handicap  will,  however,  be  partially 
remedied  when  the  branches  of  the  National  City  Bank,  recently 
established  in  Rio  and  Buenos  Aires,  are  fully  organized  and  have 
acquired  a  thorough  knowledge  of  the  local  business  conditions. 
Some  manufacturers,  not  a  few,  who  have  for  years  past  extended 
lai^  credits  od  open  account  to  South  American  purchasers,  have 
found  it  extremely  vexatious  and  difficult  to  collect  what  was  due 
them. 

Last  September  the  secretary  of  state  called  together  for  an 
informal  conference  South  American  diplomats  for  the  discussion 
of  the  very  same  subject  we  have  today  under  consideration.  In 
his  address  he  asked  the  diplomatic  representatives  from  South 
America  to  state  freely  what  in  their  opinion  could  be  done  to 
alleviate  the  commercial  and  financial  disorganization  between 
this  country  and  South  America  brought  about  by  the  European 
war.  Practically  all  of  our  South  American  friends  who  participated 
in  the  discussion  referred  to  the  fact  that  the  greatest  drawback  for 
the  extension  of  our  trade  with  Latin  America  was,  in  their  opinion, 
the  unwillingness  on  the  part  of  American  manufacturers  to  extend 
credits  customarily  obtained  from  Europe  and  that  we  always  in- 
sisted upon  cash  payments  against  shipping  documents  tn  New 
York  or  other  ports  of  shipment.  I  was  privileged  to  participate  in 
this  discussion  and  took  occasion  to  state  to  those  present  that  large 
credits  have  in  recent  years  been  granted  by  American  manufac- 
turers to  South  American  purchasers  but  on  account  of  the  laxity 
of  the  latter  in  meeting  their  obligations  at  maturity  greater  cau- 
tion was  now  being  exercised  in  granting  such  accommodation. 
I  desire  to  repeat  what  I  said  then,  that  the  official  representatives 
of  the  South  American  republics  in  the  United  States  could  render 
great  assistance  towards  the  future  promotion  of  our  trade  with 
their  countries  by  impressing  forcibly  upon  their  own  governments 
and  their  peoples  the  desirability  of  meetii^  their  debts  on  the  dates 
promised.  I  am  not  referring  to  delays  in  meeting  obligations  due 
to  the  moratoria  declared  in  many  countries  since  the  beginning  of 
the  war.    I  am  referring  to  cases  of  my  own  experience  and  those 
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of  my  friends  long  before  the  war  which  were  with  individual 
merchants  as  well  as  with  government  purchasers.  If  the  South 
American  purchaser,  whether  government  or  private,  would  es- 
tablish the  reputation  in  the  United  States  for  promptly  meeting  his 
obligations,  reasonably  long  credits  would  be  granted  to  him  freely. 

The  railway,  minea,  municipal  and  public  utilities  in  South 
America  are  financed  almost  entirely  by  European  capital  and  the 
bankers  in  fumisMng  the  funds  have  invariably  stipulated  as  a 
condition  to  the  loans,  and  where  it  was  not  implicity  stated  it  was 
clearly  understood,  that  the  materials  to  be  purchased  by  the  pro- 
ceeds of  the  loans  as  well  as  the  nationahty  of  the  management, 
engineers,  etc.,  should  come  from  or  be  of  the  country  which  fur- 
niabed  the  capital.  As  a  result  of  this,  fully  90  per  cent  of  the 
railways  in  the  Argentine  comprising  some  20,000  miles  of  rulways 
are  managed  entirely  by  European  engineers  and  all  the  railway 
materials  and  general  supplies  ore  purchased  from  Great  Britun, 
Belgium,  France  and  Germany,  depending  on  the  nationality  of  the 
management,  and  in  which  American  manufacturers  are  not  allowed 
to  compete  except  in  eme^encies.  In  cases  where  the  law  stipulates 
that  materials  are  to  be  purchased  in  open  competition  the  specifi- 
cations are  drawn  up  in  such  a  way  by  the  European  consulting 
en^neers  that  American  manufacturers  are  not  in  a  position  to 
compete  on  an  equal  basis  with  their  European  rivals. 

In  the  few  instances  of  state  ownership  of  rsilways  or  public 
utibties  which  are  not  under  the  direct  domination  of  European 
financiiQ  or  industrial  groups,  American  manufacturers  are  permitted 
to  bid  on  apparently  equai  terms  with  European  competitors  but 
the  specifications  and  standards  adopted  are  necessarily  similar 
to  those  adopted  by  the  European  engineers  or  similar  private  enter- 
prises, thereby  placing  us  in  this  instance  also  at  a  disadvantage  with 
our  European  rivals. 

There  is  closer  cofiperation  between  European  bankers  and  the 
leading  industries  of  Europe  than  there  is  in  the  United  States 
and  on  account  of  this  financial  influence  and  co{}peration,  South 
American  companies  frequently  pay  more  for  materials  purchased 
in  the  coimtry  which  furnishes  the  capital  than  could  be  obtained 
in  this  country.  We  have  no  such  coSperation  in  the  United 
States  and  of  the  very  few  American  companies  interested  in  South 
American  industrial  development  some  have  purchased  materials 
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in  Europe  if  they  could  obtain  however  slight  an  advantage  either 
in  price  or  terms  of  payment.  For  instance,  an  American  copper 
company  operating  in  Chile  last  year  placed  in  Germany  a  contract 
for  electrical  equipment  amounting  to  some  $3,000,000  because  the 
German  manufacturers  underbid  American  manufacturers.  You 
cannot  find  a  single  example  of  a  German  operating  company  in 
any  foreign  country  or  in  a  colony  placing  a  contract  in  the  United 
States  for  materials  irrespective  of  the  fact  whether  the  American 
manufacturer  bid  lower  than  the  German  or  not. 

If  we  are  to  remedy  this  condition  we  must  insist  upon  our 
bankers  taking  a  more  active  part  in  the  development  ot  South 
American  railways  and  gimilar  enterprises  and  to  have  such  rail- 
ways operated  by  Americans  who  would  be  able  to  do  for  the 
American  manufacturer  wliat  the  Britisb  and  German  railway 
managers  have  done  for  British  and  German  industry.  The 
embai^  placed  by  Great  Britain  on  it«  capital  going  into  South 
America  will  offer  an  opportunity  to  American  bankers  to  supply 
the  necessary  funds  for  the  development  of  the  rich  territory  south 
of  us.  The  opportunity  is  an  excellent  one  and  the  question  is,  will 
the  American  banker  take  full  advant^e  of  it? 

RepreserUation  in  South  America 

We  must  have  better  representation  in  South  America  than 
we  have  had  in  the  past.  We  cannot  rely  upon  commisBion  houses 
whether  of  European  or  American  origin  to  introduce  effectivdy 
our  manufactured  products  in  the  countries  south  of  us.  Our 
representatives  must  be  specialists  in  their  business,  thoroughly 
conversant  with  the  product  they  have  to  offer  and  familiar  with 
the  language  and  conditions  of  the  country  to  which  they  are 
accredited.  They  must  be  salaried  and  not  commission  men. 
Such  representation  can  only  be  developed  at  great  cost  and  con- 
siderable time.  Very  few  manufacturers  are  large  enough  to  be 
capable  of  maiotainlDg  independently  such  representation  and  for 
this  reason  the  National  Foreign  Trade  Council,  at  its  meeting  in 
Washington  last  May,  ui^d  upon  Congress  to  exempt  combina- 
tions of  American  manufacturers  for  for«gn  trade  from  the  juris- 
diction of  the  Sherman  Law  and  passed  the  following  resolution, 
copies  of  which  were  sent  to  the  President  and  Members  of  both 
Houses  of  Congress: 
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CoOpentUmfor  the  Dev^opment  iff  Fanign.  Trade 

Wbbbrab,  Throughout  the  mariceto  of  the  world  combiiutioas  of  our  oom- 
petitora  are  encouraged  by  their  goTenimenta;  and 

Wbsbbas,  In  consequmoe,  Amerioan  exporten  are  confronted  by  combin&- 
tiona  of  foreign  rivals  equipped  to  resist  American  competition  and  ate  often 
obliged  to  sell  to  combinations  of  foreign  buyers;  and 

Wbxbeab,  Out  anti-trust  laws,  though  powerlesa  to  forbid  foi«ign  combi- 
nations ^;ain8t  us,  nereitheleaB,  purport  to  regulate  foreign  commerce  and  ap- 
parently  fcrbid  American  expcrtere  to  codperate  in  the  development  of  our 
foreign  trade;  now,  therefore,  be  it 

Resolved,  by  the  National  Foreign  l^ade  Convention,  a  non-p(Jiti(»l,  dod- 
partisao  gathering,  representing  in  the  afsi^jate  millions  of  AmeiicanB,  both 
employers  and  workmen,  throughout  the  United  States,  whose  welfare  d^tecda 
upon  the  successful  competition  of  American  exporters  abroad, 

Tliat  we  urge  Congress  to  take  such  action  as  will  facilitate  the  development 
of  American  export  trade  by  removing  such  disadvantages  as  may  be  now  im- 
posed by  our  anti-trust  laws,  to  the  end  that  American  exporters,  while  selling 
the  {HToducts  of  American  woricmen  and  American  enterprise  abroad,  and  in  com- 
petition with  other  nations,  in  the  markets  of  the  world,  may  be  free  to  utiliae  all 
the  advantages  of  cooperative  aoticoi  in  coping  with  combinatitnu  of  foragn 
rivals,  united  to  resist  American  competition,  and  combinations  of  foreign  buyera 
equipped  to  depress  the  prices  of  American  goods. 

Since  the  European  war  has  begun,  examples  have  come  to  my 
personal  attention  of  a,  ruthless  competition  between  American 
manufacturers  for  European  war  contracts  that  were  far  more  crimi- 
nal in  their  character  and  manifestly  unfair  both  to  the  stockholders 
of  such  companies  and  the  laboring  men  engaged  in  the  execution 
of  such  contracts  than  the  most  iniquitous  combination  of  Ameri- 
can manufacturers  for  export  trade  that  could  possibly  be  devised. 

The  government  has  recently  sent  commercial  attach^  to 
various  parts  of  South  America,  who  I  am  sure  will  be  very  helpful 
in  acquaintit^  both  the  government  and  manufacturers  with  the 
business  conditions  and  needs  of  the  countries  south  of  us.  But 
manufacturers  desiring  to  extend  their  export  trade  should  not 
count  too  much  upon  the  government  representatives  blazing  the 
way  for  new  channels  of  trade. 

Skipping  FacUiHes  between  North  and  South  America 

The  after-dinner  speakers  and  political  spellbinders  of  all 
parties  have  told  us  time  and  again  that  the  non-existence  of  an 
American  merchant  marine  for  foreign  trade  is  due  to  the  fact  that 
we  have  no  subsidy  for  steamers  engaged  in  fordgn  trade  in  one 
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form  or  another.  They  fortify  themselves  with  the  argument  that 
just  BO  much  aa  our  induetries  required  protection  for  their  develop- 
ment so  an  American  merchant  marine  can  only  be  built  up  and  de- 
veloped through  a  heavy  aubddy.  Almost  in  the  same  breath  they 
tell  ua  that  up  to  the  time  of  the  Civil  War  98  per  cent  of  the  entire 
foreign  commerce  of  the  United  States  was  carried  to  every  part  of 
the  world  in  American  bottoms  and  in  addition  a  great  deal  of  the 
commerce  of  European  and  South  American  nations.  It  is  not, 
therefore,  a  question  of  developing  an  infant  industry  through 
protection  because  the  American  merchant  marine  during  the  first 
half  of  the  nineteenth  century  flourished,  prospered  and  maintained 
its  preeminent  position  without  governmental  assiBtance.  There 
must,  therefore,  be  other  causes  for  the  disappearance  of  the 
American  flag  from  the  high  seas.  Let  us  examine  some  of  these 
causes. 

It  is  my  belief  that  the  gradual  replacement  of  American 
ships  engaged  in  foreign  commerce  by  British  ships  since  the  Civil 
War  is  due  very  largely  to  the  introduction  of  the  iron  steamboat. 
The  manufacture  of  iron  in  those  days  reached  a  comparatively  high 
state  of  development  in  England  while  it  was  in  its  infancy  in  this 
country.  It  was,  therefore,  possible  for  British  steamship  owners  to 
purchase  ships  in  Great  Britain  made  of  iron  of  much  larger  capacity 
than  the  wooden  ships  built  in  the  United  States  and  which  could, 
therefore,  be  operated  much  more  economically  and  which  grad- 
ually replaced  the  old  American  wooden  clipper. 

If  the  various  administrations  since  that  time  had  looked  at 
the  subject  from  a  common  sense  business  point  of  view  they  would 
have  permitted  the  free  importation  of  iron  ships  into  the  Uuted 
States  and  to  American  registry  irrespective  as  to  where  the  steamer 
was  built.  Had  this  been  done  we  would  today  have  had  a  much 
larger  American  merchant  marine  engaged  in  foreign  commerce. 

Our  navigation  laws  were  devised,  wisely  or  not,  to  suit  our 
coastwise  and  internal  traflSc  and  were  applied  with  equal  force  to 
the  steamers  engaged  in  foreign  trade.  The  conditions  imposed 
upon  the  American  ship-owner  are  much  more  exacting  and  costly 
than  those  imposed  on  British  or  other  European  maritime  countries. 
Under  these  laws  the  cost  of  American  ships  under  the  American 
flag  engaged  4n  foreign  conmierce,  is  variously  estimated  between 
10  per  cent  and  50  per  cent  more  than  operating  the  same  steamer 
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in  the  B&me  service  under  any  other  flag  than  our  own,  and  has 
resulted  in  driving  the  American  flag  from  intematioDal  trade 
routes. 

Alluuon  is  frequently  made  to  the  fact  that  we  do  not  have  as 
frequent  Brings  and  as  many  Bteamship  lioee  plying  between  the 
United  States  'wd  South  America  as  compared  with  South  AmericaQ 
and  European  countries,  and  we  are  told  that  this  is  due  to  the  fact 
that  European  companies  and  their  governments  control  the  steam- 
ship lines  and  dictate  to  them  as  to  the  amount  and  character  of 
cargo  to  be  taken  to  and  from  the  United  States  and  South  America 
and  the  routes  to  follow.  I  defy  anyone  to  substantiate  this  argu- 
ment by  fact  in  normal  times. 

The  reason  why  our  sailings  are  not  as  frequent  between  the 
ports  of  .South  and  North  America  is  because  of  a  lack,  up  to  recently, 
of  an  equal  interchange  of  cargo.  No  steamer  can  operate  success- 
fully between  two  given  ports  if  the  flow  of  traffic  is  only  one  way. 
The  reason  for  the  numerous  routes  and  large  number  of  steamers 
plying  between  South  American  and  European  ports  is  the  fact  that 
Europe  takes  the  raw  and  semi-manufactured  products  of  the  South 
American  countries  and  ships  in  return  the  manufactured  products. 
There  is  in  existence,  therefore,  an  equitable  interchange  or  balance 
of  traffic. 

We  have  until  recently  been  in  competition  with  the  Argentine 
and  Braeil  in  the  exportation  of  the  products  of  the  soil  and  mines  to 
Europe  and,  therefore,  when  an  American  manufacturer  had  to 
send  his  manufactured  products  to  South  America  he  had  to  pay 
not  only  the  freight  from  here  to  its  destination  but  also  the  cost 
of  the  return  passage  of  the  steamer  practically  in  ballast.  The 
enactment  of  the  recent  tariff  law  will  to  a  large  extent  help  us  when 
normal  conditions  are  again  reinstated,  in  overcoming  this  serious 
drawback  and  result  in  the  reduction  of  freight  rates  to  South 
American  countries.  The  removal  of  the  duty  on  hides,  wool, 
lumber,  iron,  meat  and  grain,  will  stimulate  in  the  course  of  time 
their  importation  from  South  America  into  this  country  to  such  an 
extent  that  the  American  manufacturer  will  experience  no  difficulty 
in  findii^  steamship  accommodations  at  reasonable  rates.  There 
will  be  tonnage  waiting  in  the  principal  ports  of  the  United  States 
to  take  his  manufactured  products  to  South  America;  it  would  be 
much  more  desrable  that  this  increased  traffic  which  is  bound  to 
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come  be  carried  in  sbipa  flying  the  Stars  and  Stripes,  butfailing  such, 
the  merchandise  will  be  carried  by  steamers  of  fore^  &agfi. 

The  Republican  party  has  alwa]^  (if  I  am  not  mistaken) 
advocated  a  subsidy  for  an  American  merchant  msnne  but  never 
succeeded  in  carrying  out  this  preelection  promise  made  by  every 
successive  administration.  The  Democratic  party  has  always 
opposed  a  subsidy  of  whatever  character  and  now  out  of  a  clear 
sky  it  comes  forth  with  a  propoaition  of  government  ownership  of 
vessels  which  it  admits  would  operate  at  a  loss  and  which  represents 
a  ship  subsidy  in  its  moat  offensive  form. 

I  need  not  tell  you  after  what  I  have  just  stated  that  I  do  not 
believe  in  subsidies  and  certiunly  not  in  government  owned  steam- 
ship lines.  What  I  would  like  to  see  would  be  an  administration 
which  would  have  the  cour^^  of  its  convictions,  the  daring  and 
audacity  to  emancipate  American  shippers  from  the  antiquated 
navigation  laws  which,  more  than  any  other  factor,  are  responsible 
for  the  reduction  of  the  American  merchant  marine  ei^aged  in 
foreign  commerce  to  the  present  absurd  proportion.  The  naviga- 
tion laws,  which  have  been  in  force  for  more  than  a  centuty  with 
amendment  upon  amendment  tacked  on  to  them  to  a  point  where 
they  represent  so  intricate  a  document  that  it  is  impossible  for  the 
average  person  to  comprehend  it,  should  be  replaced  by  a  new  set 
of  navigation  laws  that  would  place  the  American  ship-owner 
engaged  in  foreign  trade  on  an  equal  basis  with  that  of  his  European 
competitor.  Our  laws  should  permit  bonafide  purchases  by  Ameri- 
can citizens  or  American  controlled  steamship  companies  of  steam- 
ers wherever  built  and  admit  them  to  American  registry.  Not 
until  such  reforms  have  been  enacted  into  taw  can  a  subsidy  ^r 
government  ownership  help  develop  an  American  merchant  marine 
so  essential  to  the  development  of  our  commerce  with  South 
America. 

Our  general  commerce  with  South  America  at  the  present  time 
is  languishing,  not  because  of  any  lack  of  steamship  facilities,  but 
because  of  the  economic  setback  aU  South  American  countries  have 
received  just  prior  to  and  once  the  beginning  of  the  European 
war.  I  believe  oiur  prospects  for  the  increase  of  trade  with  the 
countries  south  of  us  are  very  bright.  At  the  close  of  the  war  the 
European  countries  will  for  some  years  to  come  be  busily  engaged 
in  the  rebabllitatioa  of  theor  own  industries  and  the  repairing  of  the 
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dam^e  that  has  been  done  and  unfortunately  will  still  be  done  so 
long  as  thia  conflict  lasts.  It  will  devolve,  therefore,  upon  the 
United  States  to  supply  the  lai^e  demand  for  manufactured  prod- 
ucts which  will  come  from  all  South  American  countries  as  soon 
as  their  economic  conditions  have  been  reestablished  to  a  normal 
basis  and  their  purchasing  power  has  increased  above  what  it  is  at 
the  present  time.  Our  opportunity,  therefore,  is  at  hand  for  the 
laying  of  firm  foundations  for  the  acquisition  of  a  just  share  of  the 
trade  that  will  be  within  our  reach  at  an  early  date. 
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TRANSPORTATION    FACILITIES    NEEDED    FOR    LATIN 
AMERICAN  TRADE 

Bt  Welding  Ring, 
New  Yorit. 

Our  trade  with  South  America  has  been  carried  lai^ly  by  Eng- 
land, Germany,  France  and  Italy.  This  trade  has  been  controlled 
so  largely  by  the  fact  that  Europe  has  done  the  financing,  that  it 
has  been  extremely  difficult  to  divert  any  large  portion  of  it  to  this 
country.  Our  merchants,  accustomed  to  do  business  on  a  cash 
basis,  have  not  felt  inclined  to  meet  the  financial  facilities  oEFered 
particularly  by  England  and  Germany. 

The  war,  however,  must  of  necessity  change  these  conditions 
very  materially,  for  the  expenditures  of  capital  in  carrying  it  on  will 
involve  large  debts  for  all  European  countries  and  there  will  not  be 
the  same  overflow  of  capital  to  invest  in  foreign  ventures  and  busi- 
ness. They  will  have  their  own  conditions  to  overcome  after  the 
war  ceases  and  it  will,  at  least  for  a  considerable  period,  require  all 
their  resources  to  finance  home  enterprises. 

When  war  was  declared  last  August,  statements  were  spread 
broadcast  that  this  was  the  "golden  opportunity"  for  the  United 
States  to  acquire  the  bulk  of  trade  with  our  southern  friends. 
Coupled  with  this  was  the  statement  that  all  we  were  required  to  do 
would  be  to  have  the  goods  to  furuisb  at  fairly  reasonable  prices, 
and  then  give  ample  terms  of  credit,  such  as  they  had  been  accus- 
tomed to  when  purchasing  from  Europe.  The  goods  we  have  in 
abundance,  and  of  the  best,  and  the  facilities  for  shipping  them;  but 
to  extend  large  credit  for  long  periods  has  not  yet  appealed  to  our 
bankers  and  merchants.  It  will  require  a  fairly  long  period  of 
education,  before  such  methods  of  financing  will  be  acceptable  to 
those  doii^  business  in  this  country  with  the  southern  people.  It 
is  a  vital  question  that  will  have  to  be  determined  v^ry  largely  by 
our  bankers,  who  will  decide  whether  they  are  inclined  to  supply 
large  capital  for  various  industries,  and  also  extend  credits  to  mer- 
chants, farmers  and  dealers  who,  having  always  bad  financial  facil- 
Sl 
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ities  from  Europe,  cannot  cbange  their  methods  hastily  &nd  provide 
oash  or  short  term  credits. 

Placing  the  matter  of  finance  as  the  first  fundamental  necessary 
for  Bouthem  trade,  we  would  follow  it  with  this  second  fundamental : 
our  manufacturers  and  suppliers  must  furnish  what  is  required  and 
has  been  used  heretofore  for  any  trade  with  those  countries.  This 
condition,  no  doubt,  the  people  of  the  United  States  are  prepared  to 
meet. 

The  third  fundamental  naturally  would  be  transportation, 
which  enters  so  largely  into  all  foreign  trade,  and  either  assists  or 
retards  its  development.  A  wrong  impression  has  been  spread 
throughout  the  United  States,  that  we  do  not  have  sufficient  com- 
munication with  all  the  various  countries  throughout  South  America 
and  Central  Ameiica.  To  those  in  the  shipping  trade,  it  is  hardly 
necessary  to  state  that  wnce  the  war  commenced  there  has  scarcely 
been  a  period  when  there  was  not  ample  tonnage  loading  for  all  the 
requirements  of  shippers.  A  complaint  recently  was  received  from 
Montevideo,  that  but  few  opportunities  were  offered  for  transport 
of  our  merchandise  to  that  city,  and  the  state  of  Uruguay.  This 
complaint  came  from  a  reliable  source,  but  on  investigation  care- 
fully made  it  was  learned  that  during  the  period  complained  of 
sixteen  steamers  were  dispatched  for  South  American  ports,  of  which 
eight  called  at  Montevideo.  This  would  seem  to  be  an  ample  ton- 
nage to  supply  the  regular  requirements  for  that  market.  It  was 
also  learned  that  quite  a  number  of  these  steamers  went  out  with 
only  part  cargo  even  after  unusual  delays  on  the  loading  berth. 
There  were  a  number  of  causes  contributLog  to  this  falling  off  in 
shipments,  the  principal  of  which  was  the  imposability  of  securing 
further  money  or  credits  from  Europe,  and  consequently  southern 
merchants  were  unable  to  place  thdr  orders  on  such  a  basis  with 
manufacturers  and  commission  merchants  in  the  United  States 
that  they  would  be  willing  to  accept  tbem.  Other  causes  were  a 
severe  drought  in  the  Argentine,  cauai^  a  large  falling  off  in  their 
usual  exports  of  grain  and  meat,  and  the  very  low  prices  ruling  for 
coffee  and  rubber  in  Brazil.  It  was  a  combination  of  circumstances, 
probably  never  before  felt  and,  it  is  to  be  hoped,  never  to  be  re- 
peated. As  a  result,  cessation  of  buoness  to  a  very  large  degree 
took  place,  and  trade  has  not  yet  resumed  its  full  normal  volume. 

To  the  west  coast  of  South  America,  there  has  been  a  corres- 
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ponding  excess  of  tonnage,  and  some  of  the  steameiB  regutarty  in 
the  trade  have  had  to  be  withdrawn  and  diverted  to  other  busnesa. 
This  is  owing  largely  to  the  decrease  in  orders  coming  forward 
for  shipments  from  here,  and  the  very  greatly  reduced  volume  of 
nitrates,  which  constitute  the  largest  portion  of  exports  from  the 
west  coast  states. 

In  Central  America,  business  has  not  been  so  seriously  intra- 
rupted,  and  there  has  been  constant  communication  with  the  various 
ports,  and  the  usual  volume  of  trade  has  remained  almost  normal. 
It  is  pleasing  to  know  that,  during  the  past  two  months,  there  has 
been  a  decided  change  for  the  better,  very  largely  as  a  matter  of 
sentiment  and  opinion,  but  also  in  the  actual  volume  of  business, 
BO  that  orders  and  fairly  large  orders  are  coming  forward  with  more 
frequency.  To  keep  up  with  this  trade,  the  different  lines  operating 
from  the  United  States  to  southern  ports  are  ready  and  willing  to 
supply  all  the  tonnage  required.  So  far  they  have  kept  loading 
rather  an  excess  beyond  requirements.  As  to  freight  rates,  while 
these  have  been  advanced  somewhat,  yet  in  view  of  the  very  general 
advance  throughout  the  world,  there  can  be  no  cause  for  a  fair  com- 
plaint against  the  lines  operating  to  the  South.  Contracts  have  been 
carried  out  with  a  good  degree  of  regularity  and,  as  a  rule,  lived  up 
to  even  at  large  cost  to  those  engaged  in  the  trade.  The  outlook  at 
present  is  encouraging,  for  a  large  increase  in  trade,  particularly  in 
staples  and  also  in  miscellaneous  articles  heretofore  furnished  by 
Europ)ean  countries  and  hereafter  to  be  supplied  by  the  United 
States: 

In  connection  with  freighting  matters,  it  18  very  greatly  to  be 
regretted  that  while  ample  facilities  are  opening  to  shippers  and  on  a 
fwrly  reasonable  basis,  yet  nearly  all  of  the  tonnage  engaged  in 
this  trade  is  under  foreign  Sags,  and  the  United  States  only  carries 
a  small  percentage  of  it.  The  old  idea  that  "Trade  follows  the 
flag"  is  obsolete  and  does  not  cover  modem  conditions.  It  is  the 
goods  and  the  price  and  the  ability  of  the  salesman  that  aecure  the 
orders.  It  is,  however,  humiliating  to  think  that  the  United  States, 
probably  the  most  advanced  country  in  the  world  in  the  manufac- 
ture and  value  of  its  articles,  must  depend  upon  fordgn  tonnage 
to  carry  its  products  throughout  the  world.  When  the  change  will 
come  is  extremely  difficult  to  predict,  but  it  is  certun  that  but 
little  progress  will  be  made  in  building  up  a  merchant  marine  under 
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the  "Stars  and  Stripes"  until  we  get  more  intelligent  and  broader 
legation  at  Washington  than  has  been  served  to  ub  during  recent 
years.  Very  many  plans  have  been  suggested,  numerous  bills 
have  been  introduced  in  Congress,  and  debates  have  been  long  and 
arduous,  but  without  any,  or  at  least  very  little,  result  and  benefit. 
The  nearest  approach  to  anything  beneficial  was  the  act  passed 
last  August  by  Congress,  which  for  a  brief  period  permits  the  puiv 
chase  of  foreign  built  vessels  and  their  transfer  to  the  United  States 
flag,  and  their  operations  also  for  a  limited  period,  without  many  of 
the  existing  drawbacks  of  our  navigation  laws.  Under  this  act, 
up  to  the  present  time,  137  steamers  have  been  transferred  from 
foreign  to  the  United  States  fl^.  Unfortunately,  just  as  Congress 
closed,  it  passed  a  bill  generally  known  as  the  "Seamen's  Bill," 
which  contained  numerous  conditions  that  add  to  the  already  too 
heavily  burdened  American  shipping.  The  effect  of  this  bill  was 
almost  immediately  felt.  Since  it  was  passed  only  three  steamers 
have  been  purchased  as  against  134  steamers  previously.  It  is 
not  necessary  to  enter  upon  the  various  clauses  of  this  bill  that  make 
it  BO  unsatisfactory  and  burdensome  to  ship-owners,  for  they  are 
generally  known,  particularly  to  those  in  the  shipping  trade.  It  has 
caused  a  hesitation,  in  fact  almost  a  cessation  of  the  desire  to  invest 
capital  in  tonnage  for  the  foreign  trade.  For  if  capital  is  to  be  sub- 
jected to  all  the  conditions  of  this  bill,  as  well  as  to  others  of  our 
navigation  laws,  the  handicap  of  very  greatly  increased  expenses, 
as  compared  with  English  and  German  shipping,  will  deter  invest- 
ments in  American  steamers.  How  this  difficulty  is  to  be  overcome 
is  a  problem  very  difficult  to  solve,  but  it  is  certain  to  be  one  that 
must  come  to  the  front  very  largely  in  the  immediate  future. 

If  the  building  and  owning  of  American  steamships  can  be 
placed  on  a  baas  at  all  comparable  with  that  of  England,  which  is 
next  highest  in  its  cost  of  construction,  then  there  can  be  no  doubt 
about  ample  capital  beiog  supphed  by  American  investors,  and  we 
shall  again  become  a  ship  owning  nation.  The  one  great  difficulty 
to  overcome  will  be  the  question  of  labor,  which  enters  so  very 
largely,  first  into  the  constructions  of  a  steamer,  and  said  to  be  fully 
80  per  cent  of  its  cost,  and  then  in  the  operation  of  a  steamer  in 
competition  with  those  of  other  nations.  How  this  handicap  of 
higher  cost  in  construction  and  operation  is  to  be  overcome,  is  what 
will  have  to  be  determined  by  our  business  men  and  le^lators. 
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In  the  development  of  a  larger  trade  with  South  and  Central 
America,  we  cannot  in  the  near  future  count  upon  American  ton- 
nage b^g  of  very  great  service  aa  there  will  be  so  little  of  it.  But 
it  ia  hoped  that  gradually  the  "Stars  and  Stripes"  will  be  seen  in 
alt  our  Bouthem  ports,  and  that  both  freight  and  passei^er  steamers, 
or  a  combination  of  both,  will  do  a  fair  share  of  the  transportation 
that  will  be  required  in  the  future.  The  genius  of  the  people  of  the 
TJmted  States  has  never  yet  failed  when  the  necessity  or  exigency 
ariaee  and  there  is  every  reason  to  believe  that  it  will  meet  the 
question  of  buying  or  building  steamers  and  operatii^  them  under 
the  United  States  flag.  Let  ua  hope  that  these  days  are  not  in  the 
distant  future,  and  that  we  may  advance  as  rapidly  on  the  sea  as 
we  do  upon  the  land. 
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Bt  H.  L.  Gantt, 
N«w  Toric  City. 

The  theory  which  has  been  so  long  and  tenaciouidy  held  by 
coat  accountantfl,  that  all  the  expenses  of  operating  a  factory  must 
be  included  in  the  cost  of  the  output  produced,  has  the  efTect  of 
showing  low  costs  when  the  factory  is  running  at  its  full  or  normal 
capacity,  and  of  showing  high  costs  when  the  output  is  small.  The 
small  output  is  due  usually  to  diminution  in  demand,  which  can, 
OB  a  rule,  be  stimulated  only  by  reduction  in  selling  price,  which 
the  selling  department  invariably  rect^nizea. 

Under  this  theory  of  cost-keepii^,  the  selling  department  and 
the  cost  department  are,  during  times  of  depresmon,  continually  at 
odda,  with  the  result  that  the  selling  department  is  often  prohibited 
from  selling  goods,  because  the  cost  department  states  that  there 
is  no  profit  in  auch  goods;  &nd  more  than  one  manufacturiog  industry 
has  suffered  severely  from  this  policy.  The  fallacy  involved  in  this 
method  of  coat-keeping  is  so  subtie  that  for  a  long  time  it  was  not 
recc^nized  that  there  was  a  fallacy,  although  the  hard  common 
sense  of  many  manufacturers  realised  that  there  was  something 
wrong  about  their  cost  accounting  methods  and  oftentimes  ignored 
the  results  obtained  by  them. 

During  the  last  few  years  many  leading  manufactureis  and 
accountants  have  recognized  the  existence  of  the  fallacy,  and  some 
have  actually  pointed  out  what  the  fallacy  is.  The  financier  justly 
claims  that  if  the  plant  is  to  be  prosperous  the  output  must  be  sold 
at  a  sufficient  price  to  pay  for  the  operation  of  the  plant  and  to 
leave  a  reasonable  profit.  In  order  to  do  this  the  selling  price 
when  the  product  is  small  must  naturally  be  greater  per  tmit  of 
product  than  if  the  product  were  larger,  but  in  such  times  it  is 
usually  impossible  to  get  a  la^er  unit  selling  price. 

A  few  years  ago  many  financiers  and  industrial  leaders  thought 
they  had  solved  the  problem  when  they  had  adopted  a  fixed  selling 
price,  which  they  nuuntained  during  times  of  prosperity  and  times 
of  depreemon.    An  illustration  of  this  is  the  price  of  steel  ruls 
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fixed  by  the  United  States  Steel  Corporation,  but  the  bIow  bumneaB 
recovery  from  the  depresmon  of  1007  and  1908  does  not  indicate 
that  this  policy  has  been  entirely  successful.  When  a  plant  is  oper- 
atii^  at  lees  than  its  full  capadty,  it  is  quite  evident  that  the  expense 
of  nuuntaining  a  certain  portion  of  that  plant  in  idleness  must  be 
borne  somehow.  The  old  theory  that  it  must  be  borne  as  a  part  of 
the  cost  of  the  articles  produced  is  rapidly  giving  way  to  the  theory 
that  it  is  a  business  expense  and  not  chargeable  to  the  articles  pro- 
duced. 

Under  this  theory  of  expense  distribution  a  plant  which  was 
running  at  only  a  small  fraction  of  its  capacity  might  make  a  good 
profit  on  the  articles  it  produced  and  yet  lose  money,  because  of 
the  necessity  of  deducting  from  the  profits  the  expense  of  main- 
tuning  a  large  unused  plant  and  the  permanent  organization  needed 
to  <^erate  it.  Another  way  of  expressing  the  newer  idea  is  that  the 
output  of  a  plant  should  be  charged  with  only  that  expense  needed 
to  produce  it,  and  that  all  other  expense  must  be  carried  as  a  busi- 
ness expense  and  put  in  the  profit  and  loss  column.  Under  this 
theory  it  is  readily  seen  that  costs  will  remun  constant  whether  the 
plant  is  operating  as  a  whole  or  only  in  part  unless  there  is  a  change 
in  price  of  material,  rate  of  wagea,  or  method  of  manufacture;  and 
the  salennan  will  have  a  definite  cost  on  which  to  base  his  selling 
price. 

Idle  plant  is  just  as  much  a  source  of  expense  under  the  new 
theory  as  under  the  old,  but  under  the  new  it  is  charged  to  the 
business^  whereas  under  the  old  it  is  charged  into  the  cost  of  the 
product.  It  is  easily  seen  that  a  manufacturing  concern  which 
bases  its  pohcy  on  the  newer  theory  will  very  soon  get  the  better  of 
those  rivals,  which  adhere  to  the  old  method  of  cost  accounting. 

The  above  discussion  leads  directly  to  the  consideration  of 
another  very  important  subject,  namely,  is  It  ever  profitable  to 
manufacture  at  a  loesT  This  sounds  like  a  fiat  contradiction,  but 
it  is  really  a  subject  of  great  importance.  For  instance,  let  us 
assume  that  it  would  cost  us  (100,000  per  year  to  nuiintain  our 
plant  in  idleness  but  in  condition  to  run,  and  to  muntain  the  skele- 
ton organisation  of  officers  needed  to  put  the  plant  in  operation 
agun.  Would  it  not  be  better  for  us  to  operate  that  plant  during 
tilie  year  and  maintain  our  whole  organization,  if  the  loss  incurred 
thereby  would  not  exceed  1100,000?    If  at  the  end  of  the  year. 
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business  should  be  offered  two  pUnta,  one  of  which  had  followed 
the  first  poUcy,  and  the  other  had  followed  the  second  policy,  the 
one  which  had  followed  the  second  policy  would  certainly  be  in  far 
better  position  to  take  advantage  of  new  business  than  the  other, 
for  it  would  not  only  be  spared  the  expense  of  hiring  and  training 
a  new  set  of  operatives,  which  is  always  very  great,  but  it  would  be 
in  a  position  to  execute  the  orders  promptly.  It  is  clear  that,  al- 
though each  plant  had  actually  lost  the  same  amount  of  money 
during  the  year,  the  one  that  had  its  organization  intact  and  ready 
to  fill  orders  would  be  ahead  of  the  other  from  a  financial  standpoint 
by  the  cost  of  hiring  and  trajning  operatives,  and  from  a  business 
standpoint  of  being  ready  to  fill  orders  promptly. 

It  would  therefore  seem  that  to  shut  a  plant  down,  from  what- 
ever cause,  is  a  very  risky  proceeding  unless  it  is  not  intended  to 
open  up  again.  Mr.  Came^e  recognized  this  fact  and  his  action 
in  accordance  with  it  was  one  of  the  most  potent  factors  in  enab- 
ling him  to  get  the  better  of  hia  competitors. 

At  the  meeting  of  the  American  Society  of  Mechanical  En- 
gineers at  Buffalo  on  June  25,  1915,  one  of  those  who  discussed  my 
paper  on  "The  Relation  between  Production  and  Cost"  made  the 
statement  that  it  was  the  duty  of  an  industry  to  take  care,  durii^ 
times  of  depression,  of  those  who  had  served  that  industry  in  times 
of  prosperity.  It  is  not  my  intention  to  emphasize  the  morality  of 
this  subject,  but  I  believe  it  is  possible  to  demonstrate  that  a  proper 
industrial  poUcy  will  show  that  it  is  to  the  advantage  of  a  manu- 
facturer to  do  as  far  as  possible  just  what  has  been  contended. 

It  is  an  economic  principle  that  the  consumption  of  articles 
increases  rapidly  with  the  reduction  in  cost  to  the  consumer.  If, 
therefore,  during  times  of  depression  manufacturing  companies  will 
recognize  that  they  cannot  expect  to  make  profits  when  nobody  else 
is  making  profits,  and  are  wilfing  to  accept  their  portion  of  the  loss 
which  is  incident  to  the  depression,  by  selling  at  a  lower  price,  they 
can  many  times  give  their  employees  constant  employment,  and  at 
the  end  of  the  period  of  depression  find  themselves  in  good  condition 
to  take  advantage  of  returning  prosperity  and  make  up  the  losses 
incurred,  while  their  more  conservative  competitors,  who  shut  down 
their  plants,  are  preparing  to  manufacture.  Moreover,  such  a 
policy  as  this  would,  during  times  of  depression,  continue  the  pro- 
duction of  wealth  on  a  much  larger  scale  than  has  heretofore  been 
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customary,  and  even  though  the  wealth  thus  produced  would  not 
accumulate  in  the  hands  of  those  who  are  accustomed  to  receive  it, 
it  would  nevertheless  be  an  asset  to  the  country  and  make  possible 
the  more  rapid  return  of  prosperity. 

The  poUcy  of  holding  up  selling  prices  to  a  point  at  which  few 
can  afford  to  buy  is,  the  writer  believes,  not  only  detrimental  to 
tbe  country  at  large  but  in  the  long  nm  to  the  individual  concerns 
doing  it.  It  is  a  form  of  protection  designed  to  offset  or  counteract 
the  natural  law  of  the  survival  of  the  fittest,  and  whether  applied 
to  individuals,  industries  or  nations  this  law  is  inexorable,  and  any 
economic  or  financial  policy  founded  on  the  theory  that  it  can  be 
done  away  with  must  ultimately  fait. 

The  conclu^OD,  therefore,  from  tiie  above  is  that  continued 
employment  and  hence  the  continued  production  of  wealth  is  more 
important  to  the  country  at  large,  and  hence  to  individuals  in  that 
country,  than  lai^  profits  which  necessarily  go  to  a  comparatively 
small  number. 
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SCALE 

Bt  Mabt  Van  Klebck, 

The  Committee  on  Women's  Work  of  the  RubkU  Sbbb  FoundfttioD, 

New  York  City. 

The  subject  su^^^ts  a  combination  of  the  obvious  and  the 
unknown.  In  modem  industry,  the  man  out  of  work  is  also  out 
of  wages.  The  effect  of  unemployment  on  individual  income  is 
clear.  But  the  mass  effect  of  recurrent  irregularities  in  the  size  of 
the  force,  the  frequent  hiring  and  firing  of  individual  workers,  lock- 
outs and  strikes,  seasonal  fluctuations  in  demand  for  labor,  weeks  or 
even  months  when  men  and  machines  ready  for  work  are  given  no 
work,  is  unknown  and,  at  present,  indeterminate.  Unemployment 
is  so  characteristic  of  the  present  industrial  order  that  a  discussion 
of  its  effect  on  w^^  standards,  involving,  as  it  should,  a  consideration 
of  what  wages  would  be  if  work  were  regular,  seems  a  task  rather  of 
prophecy  than  investigation  or  interpretation  of  known  facts. 
Nevertheless,  discusmon  may  serve  a  useful  end  if  no  other  purpose 
be  accomplished  than  to  surest  a  fruitful  field  for  exploration  and 
discovery. 

At  the  outset  it  is  well  to  recognise  that  unemployment  is  not  in 
itself  a  cause,  but  the  rraultant  of  many  causes,  an  infinitely  com- 
plex condition  about  which  we  cannot  think  clearly  or  act  wisely 
without  analysis  and  discrimination.  Differences  must  be  recog- 
nized in  different  localities,  and  in  different  industries.  A  discus- 
sion of  the  effect  of  unemployment  is  really  a  discussion  of  the  diverse 
effects  of  each  of  the  manifold  causes  of  unemployment.  The  man 
on  strike,  and  the  man  in  the  hospital,  the  Wall  Street  stenographers 
laid  off  when  the  war  caused  the  closing  of  the  Stock  Exchange,  the 
Fifth  Avenue  milliner  who  makes  no  hats  in  June  because  the  spring- 
season  is  over  and  no  one  knows  what  the  autumn  styles  will  be, 
the  makers  of  skirt  braids  who  have  no  work  because  skirts  are 
short  and  the  once  universal  bindings  no  longer  worn,  the  employees 
of  John  Smith,  manufacturer  of  jewelry  boxes,  who  met  with  re- 
verses and  went  into  bankruptcy,  the  bookbinders  formerly  enj- 
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ployed  by  the  firm  which  has  juBt  moved  into  the  country,  the  long- 
shoreman who  hBiigs  around  the  docks  idly  wajting  for  the  ship  to 
ctnne  in,  and  then  is  not  hired  because  too  many  others  are  ahead  of 
him,  the  Italian  subway  digger  out  of  worlc  because  the  trade  union- 
ists have  demanded  the  enforcement  of  the  providons  of  the  law  re- 
garding the  employment  of  alien  labor,  the  man  on  line  at  the  door 
of  the  municipal  lod^ng  house,  who  lost  his  job  because  of  drink, 
his  fellow-guest  who  lost  his  because  he  was  getting  old,  the  man  next 
to  him  who  had  steady  work  as  a  waiter  until  bard  times  came  and 
the  restaurant  cut  its  force  in  half,  the  carpenters,  the  stone-masons, 
the  tailors,  the  plumbers,  the  straw  hat  makers,  the  department 
store  clerks,  the  cloak  and  suit  makers  and  the  coal  miners,  out  of 
work  at  different  times  in  the  year  when  the  slack  season  comes  in 
their  industries,  these  are  all  unemployed,  but  no  one  formula  can 
describe  tiiem  all,  lio  one  remedy  can  meet  thdr  needs,  no  single 
measure  remove  at  once  all  the  causes  of  thor  industrial  misfortune. 
This  much,  at  least,  has  been  accomplished  by  recent  experiences  in 
dealing  with  unemployment  in  many  cities.  Familiarity  is  banish- 
ing, forever,  the  vague  generalizations  which  make  a  problem  seem 
so  simple  when  in  reality  it  is  infinitely  complex. 

What  light  do  recent  experiences  and  investigations  throw  on 
the  effects  of  the  recurrent  condition  of  unemployment  on  the  wage 
scale?  Is  it  true,  as  it  is  sometimes  asserted,  that  wage  rates  tend 
to  be  higher  in  industries  in  which  seasons  are  shorter?  Do  we  have 
already  a  kind  of  unemployment  insurance  in  the  form  of  a  larger 
income  in  short  season  industries,  so  that  all  that  is  required  is  the 
teaching  of  thrift  to  enable  the  worker  to  save  a  surplus  for  use  when 
he  is  out  of  work?  Is  loss  of  income  through  unemployment  a  com- 
mon experience  or  is  it  rather  an  incident  in  the  individual  career  and 
not  necessarily  characteristic  of  industry?  For  the  sake  of  clear- 
ness, let  us  consider  first  certain  data  about  industriee  rather  than 
the  facts  about  the  workers  and  their  income. 

In  the  United  States  Census  of  Manufactures  in  1905,  data 
retarding  weekly  earnings  were  gathered  from  a  large  number  of 
representative  establishments  and  presented  for  different  industries 
by  states.'  At  the  same  time  information  was  secured  showing 
the  greatest  and  the  least  number  of  wage-earners  employed  at 
>U.  S.   CenniB,   Manuf&otuiM,    190S.    BuUetin  93.    Baminei  o}  Wag»- 
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any  one  time  during  the  year.  It  is  obvious,  of  course,  that  since 
so  many  factors  enter  into  the  determination  of  wages,  caution  is 
needed  in  attempting  to  detect  the  presence  or  absence  of  any  one 
of  them  OF  to  measure  its  influence.  Local  differences,  varying  pro- 
portions of  men  and  women  employed,  the  methods  of  production, 
the  use  of  immigrant  labor,  and  many  other  conditions  must  be 
studied  before  conclusions  can  be  put  forward  with  any  definiteness. 
Nevertheless,  if  wages  tend*  to  be  higher  in  trades  which  have  the 
greatest  seasonal  fluctuations,  it  would  be  fair  to  expect  that  the 
census  figures  just  mentioned  would  reveal  higher  median  w^es  in 
those  industries  in  which  the  fluctuations  from  maximum  to  mini- 
mum in  the  number  of  wage-«amers  are  greatest.  The  followii^ 
table  shows  the  facts  for  the  eight  industries  employii^  an  average  of 
20,000  or  more  wage-earners  in  which  the  seasonal  fluctuations 
are  the  most  marked  and  the  dght  in  which  the  variations  between 
minimum  and  maximum  are  least. 

In  ail  manufacturing  industries  combined,  the  maximtmi  num- 
ber were  at  work  in  October  and  the  minimum  in  January,  and  the 
minimum  force  was  65.4  per  cent  of  the  maximum.  The  median 
wage  was  between  SIO  and  S12  for  men  and  between  S6  and  S7  for 
women.  Of  the  eight  industries  having  the  least  marked  fluctuation 
from  maximum  to  minimum  force,  four  paid  to  men  workers  wages 
above  the  average  for  all  industries,  and  four  below  it.  Two  paid 
women  wages  above  the  average  and  six  below  it.  Of  the  eight 
industries  having  the  greatest  variations  in  the  numbers  employed, 
five  paid  men  wages  above  the  average  and  three  below  it,  while  in 
only  three  of  these  markedly  seasonal  industries  were  women's  wages 
above  the  average,  and  in  five  beiow. 

If  wages  are  on  the  whole  highest  in  the  industries  in  which  the 
fluctuations  of  employment  are  greatest,  the  fact  is  not  reflected  in 
the  best  statistical  information  avulable  on  the  subject.    On  the 

>  "The  natui&l  tendency  ia  ior  the  fact  of  teaaoaal  fiuctuatkn  t«  be  recog- 
nised ae  a  normal  incident  of  the  industry  and  to  be  allowed  for  in  the  standard 
both  of  expraditure  and  of  wages."  Bereridge,  W.  H.,  Unemployment,  a  Problem 
of  Induttry,  1912,  p.  36. 

"A  trade  that  has  a  natural  tendency  toward  irregularity  of  empk^ment  is 
genoBlly  found  with  higher  rates  of  wages  givm  to  eompensate  tix  this  irregu- 
larity and  thus  enable  the  worker  to  keep  his  standard  of  living  up  to  that  of 
woricers  of  corresponding  paeiti(m  and  ability  in  trades  not  so  affected."  Deari^ 
N.  B.,  PrM^ms  of  UnempiovmetU  in  Ihe  London  Bvilding  Tradei,  1908,  pp.  lSS-4. 
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MaxhiTth  and  MiMnnw  Nuiibeb  of  WAoii-iiARNERa  Euploted  at  ant  one 
Tins  DusiNO  Caxenvab  Ybab  1604,'  and  Median  and  Atehagb  Weekly 
Earninob,*  in  EiQsr  iNDUSTBisa  Showino  Least,  and  Eiobt  Inddb- 
TRiES  Showinq  Oreatest  Fluctuation  of  Ai.l  MANorACTtrBiNa  In- 
DnsTEiBB  EuFLOTiNQ  20,000  or  uorb  Waob-eabkbrs  in  thb  Unitbd 
States,  1905- 
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contrary  the  censua  statiaticB  seem  to  indicate  that  there  ia  no  con- 
Bistent  or  sigDificant  difference  in  wages  hetween  the  industries  in 
which  unemployment  is  least  and  those  in  which  it  is  most  prevalent. 
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Certain  mdustriea  afford  interesting  contrasts.  The  census 
points  out  that  watch-making  is  one  of  the  industries  paying  the 
highest  average  weekly  wages  to  both  men  and  women.  It  shows 
decidedly  less  than  the  average  fluctuation  in  force.  The  making 
of  tobacco  for  chewing  and  smoking  was  rated  as  one  of  those  re- 
p(»ting  the  lowest  earnings.  It  shows  greater  fluctuations  than 
the  better  paid  branch  of  the  tobacco  industry.  Canning  and 
preserving  is  quoted  in  the  census  as  an  example  of  violent  seasonal 
changes  in  demand  for  labor.  Its  showing  in  the  wage  columns  is 
not  enviable.  The  makers  of  women's  clothing  are  more  liable  to 
unemployment  than  the  makers  of  men's  clothing  and  are  also  com- 
pensated at  a  slightly  higher  rate,  apparently  in  conformity  with 
the  orthodta  opinion,  but  it  is  not  by  any  means  clear  that  the 
comparative  decree  of  unemployment  has  been  a  factor  in  determin- 
ing the  difference  in  wage  rates.  Millinery  pays  women  more  but 
men  less  than  the  slightly  less  seasonal  trade  of  women's  clothing. 
Paper  box  making  pays  men  less  and  women  more  than  the  leas 
fluctuating  industry  of  confectionery. 

If  the  risk  of  seasonal  fluctuations  is  a  factor  in  the  wage  bar- 
gain, it  is  certainly  not  sufficiently  potent  to  counteract  other 
tendencies  which  produce  variations  in  standards  in  different  in- 
dustries. From  the  point  of  view  of  the  workers,  therefore,  the 
d^ree  of  the  influence  exerted  by  the  risk  of  unemployment  on  the 
comparative  standards  of  wages  becomes  a  matter  of  academic 
iatwest,  since  comparisons  between  industries  reveal  no  invariable 
economic  law  of  comparative  compensation.  Of  course,  this  does 
not  mean  that  no  seaaonal  industry  has  a  high  enough  wage  standard 
to  mitigate  or  even  to  eliminate  distress  in  slack  season.  The 
straw  hat  worker  in  New  York  may  have  but  six  months'  work  in 
the  year,  but  her  earnings  not  infrequently  amount  to  S25  a  week, 
and  the  problem  for  her  is  one  of  distribution  of  an  irregular  income 
over  regularly  recurrii^  expenses,  rather  than  one  of  making  income 
equal  outgo  when  the  receipts  in  busy  season  are  no  more  than 
sufficient  for  each  week's  expenditures.  Distress  is  produced  by 
the  combination  of  unemployment  and  low  wage  rates,  and  this 
does  not  seem  to  be  a  comMnation  to  which  economic  laws  are 
opposing  effective  obstacles.  Indeed,  the  reverse  seems  to  be  true 
since  the  causes  which  are  commonly  accepted  as  most  important 
in  producing  unemployment,  industrial  crises,  irregular  demand  for 
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goods  and  overaupply  of  workers  are  the  very  causes  which  place 
the  worker  at  a  diaadvantage  in  the  wage  bargain.  More  searching 
inquiry  may  bring  evidence  of  a  compensating  tendency  in  industry, 
which  may  well  be  utilized  and  organized  to  produce  unemploy- 
ment insurance,  but  that  at  present  it  is  not  powerful  enough  to 
prevent  distress  is  self-evident. 

In  discussing  the  effect  of  unemployment  on  the  wage  scale 
within  an  industry,  we  are  on  more  certain  ground  because  of  the  re- 
sults of  some  recent  investigations,  all  of  which  reveal  the  fact  that 
the  industries  studied  fall  short  of  utilizing  continuously  the  labor 
force  which  they  buy  at  the  height  of  the  season.  Their  total  wage 
scale  is  depressed  far  below  its  own  capacity  by  the  drag  of  irregular 
employment. 

In  the  dress  and  waist  industry  in  New  York  City,  for  example, 
after  an  exceptionally  careful  inquiry,*  based  on  a  payroll  study, 
this  conclufflOD  was  reached:  "Taking  the  wages  paid  out  in  the 
industry  during  the  busiest  week  of  the  year,  and  expressing  this 
as  100,  the  investigation  has  shown  that  the  average  weekly  wage 
earned  by  all  the  workers  during  1912  was  equal  to  73  per  cent  of 
that  of  the  busiest  week  <A  the  year. "  This  statement  applies  to 
total  wages,  which  represent,  of  course,  the  most  accurate  measure 
of  the  totf^  labor  force.  Conffldering  the  cloak,  suit  and  skirt 
industry,  the  Bureau  of  Labor  Statistics  reports  *  that  the  seventy- 
five  association  shops  investigated  bad  a  combined  average  weekly 
payroll  of  S94,375  with  a  maximum  of  $155,148  and  a  minimum  of 
940,741.  That  is  to  say,  the  average  weekly  payroll  was  equal 
to  only  61  per  cent  of  the  total  paid  out  for  wages  in  the  busiest 
week  of  the  year.  The  Factory  Investigating  Commission  of  New 
York  State'  found  that  the  average  payroll  in  the  millinery  trade 
in  New  York  City  was  but  63  per  cent  of  the  maximum  in  wholesale 
shops,  71  per  cent  tn  the  smaller  retwl  shops,  and  79  per  cent  in  the 
larger  retul  shops  having  also  a  wholesale  trade.  In  an  unpublished 
manuscript  of  the  Committee  on  Women's  Work  of  the  Russell 

■  U,  3.  Bureau  of  Labor  Statistioa,  Wage*  and  Ragvlarit]/  ^  BmploymetU  and 
SUtndardizaliM  (^  Pieei  RaUt  in  th»  Drat  and  Waiit  Indvitq/,  1914,  Bulletiu  No. 
146,  pp.  IS-lft. 

*  U.  S.  Bureau  of  Labor  Statistics,  Wagta  and  lUguiarit]/  iff  Bmploymmt  in  the 
Cloak,  Sml  and  Skirl  Induttry,  IQIS,  p.  17. 

*  New  Yoilc  State  Factory  InveBtigatiiig  ConuniaBkni.  Proof  of  forUM)omin| 
fpurtbrepnt.    Appendix:  Wagn  in  ito  Umntry  Trade,  p.  flQ, 
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Sage  Foundation  outlining  the  results  of  a  atudy  of  the  millinery 
industry  of  which  the  inquiry  into  wages  made  for  the  Factory 
Investigating  Commission  is  a  part,  the  waste  in  labor  force  through 
irregular  employment  in  millinery  is  estimated  in  another  way. 
The  total  wages  paid  by  the  shops  investigated  in  their  maximum 
week  was  ascertained  to  be  124,000,  so  that  the  total  wages  which 
would  have  been  paid  in  a  year  of  fifty-two  maximum  weeks  would 
amount  to  more  than  a  million  and  a  quarter.  The  wages  actually 
pwd  amounted  to  a  little  less  than  three-quarters  of  a  million,  or  67 
per  cent  of  the  total  estimated  on  the  assumption  that  the  maximum 
demand  was  continuous.  In  other  words,  the  trade  lost  43  per 
cent  of  the  labor  force  which  it  would  have  utilized  had  it  been  able 
to  hold  throughout  the  year  the  level  attained  in  its  busiest  week. 
Similar  statistics  are  available  regarding  other  industries  described 
in  the  report  of  the  Factory  Investigating  Commission  just  men- 
tioned. Nor  is  it  only  private  enterprises  which  are  characterized  by 
fluctuations  in  labor  force.  In  Portland,  Oregon,  the  number  of  la- 
borers employed  on  street  construction  work  by  contractors  for  the 
city  varied  in  twelve  months  from  885  on  the  last  day  of  August, 
1913,  to  122  in  March,  1914,  with  an  average  of  569,  of  which  the 
minimum  force  was  only  21  per  cent.'  On  sewer  work  for  the  city 
the  men  employed  by  contractors  in  seven  months  numbered  125  in 
January  and  190  in  June,  with  an  average  of  159,  of  which  the  min- 
imum was  79  per  cent.     Data  on  wages  paid  were  not  reported. 

Even  these  data,  however,  do  not  give  the  full  measure  of 
stability  or  instability  in  employment  since  they  take  no  account 
of  changes  in  personnel.  On  this  point,  also,  recent  investigations 
are  eloquent,  especially  those  made  in  New  York  State  by  the  Fac- 
tory Investigating  Commission.^  In  the  millinery  shops  investi- 
gated, the  maximum  force  employed  was  2,550  but  the  number 
recorded  on  the  payrolls  during  the  year  was  3,983.  Concerning 
department  stores,  the  Commission  reported:  "In  eleven  large  New 
York  City  stores  with  an  average  total  force  of  27,264,  there  were 
added  during  the  course  of  a  year  44,308  persons  and  41,859  left  or 
were  dropped.     In  other  words,  more  than  once  and  a  half  as  many 

'  O'Ham,  Frank.     VncmfioyTitent  m  Oregon,  a  Report  to  ffte  Oregon  Commiaee  on 
Snaonal  Unemplojpnejit,  1914,  p.  19. 

'  New  Yo)^  State  Factory  InveetigatiaK  Commisaioii.  Proof  of  forthcominB 
fourth  report. 
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people  flowed  through  the  Btores  as  are  ueu^ly  employed  in  them 
at  one  time. " '  In  nine  paper  box  f  actoriee  ordinarily  employing 
about  792  hands,  2,295  perBons  were  on  the  payrolls  in  a  year.* 
Although  these  figures  do  not  relate  directly  to  wages,  it  is  obvious 
that  such  instability  has  its  effect  upon  earnings.  As  the  Factory 
Investigating  Ck>nuni8uon  pointed  out,'"  "This  shifting  about 
naturally  causes  loss  of  time  and  wages  between  jobs."  It  seems 
probable  that  it  causes  also  some  loss  of  productivity  through  the 
waste  involved  in  the  adjustment  of  a  new  worker  to  the  conditions 
of  the  shop. 

A^olent  fluctuations  in  the  labor  force  and  the  still  more  marked 
changes  in  personnel,  hnplying  as  they  do,  short  terms  of  employ- 
ment and  frequent  hunts  for  new  jobs,  must  obviously  result  in 
decreased  income  for  the  workers.  It  is  these  inroads  upon  income 
which  give  a  profound  social  significance  to  the  facts  which  we  have 
hitherto  discussed  as  phases  of  industry  rather  than  as  individual 
misfortunes.  Enough  has  been  said,  perhaps,  to  show  that  to  avoid 
individual  misfortune  when  the  risk  of  unemployment  is  so  charac- 
teristic a  phase  of  industry  requires  somethii^  more  than  individual 
efficiency,  thrift  or  character.  We  have  been  accustomed,  perhaps, 
to  observe  first  the  unemployed  when  their  distress  forces  them  upon 
public  attention,  and  then  to  think  about  the  industrial  causes.  If 
we  reverse  the  process  and  observe  first  the  tendencies  in  industry, 
we  may,  perhaps,  think  more  clearly  about  the  unemployed.  That 
loss  of  time,  and  consequent  loss  of  income,  is  a  common  experience, 
has  already  been  demonstrated  in  many  careful  investigations. 

Consider,  for  example,  the  iron  and  steel  industry  in  1910,  as 
it  was  described  in  the  report  of  the  United  States  government." 
Of  90,757  employees  in  all  the  steel  plants  covered  in  the  investiga* 
tion,  only  37.8  per  cent  were  employed  forty-etght  weeks  and  over 
in  the  course  of  the  year,  while  12.5  per  cent  were  on  the  payrolls 
lees  than  thirty-ax  weeks."  In  the  same  report  %ures"  are  given 
to  show  the  possible  full  time  annual  earnings  for  steel  workers,  if 

'Ibid.,  p.  140. 
•/6iA,  p.  261. 
»/Wi,  p.  143. 

t  ScpoTt  on  CondiCtofM  tif  BmptogmetU  in  Ae  Iron  and  Sted  Ind-uttq/  m  thi 
Unitad  State*.    Senate  Dooument  No.  110,  WuhingbHt,  1913. 
'  Ibid.,  Vol.  m,  p.  213. 
"Ibid.,  VoL  m,  p.  230. 
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they  hod  been  employed  during  the  entire  time  thdr  plants 
were  in  operation  in  1910.  Thesefiguies  show  an  average  of  approxi- 
mately S700  for  full  time  work  throughout  the  year.  The  maximum 
annual  eaminga  of  63.4  per  cent  of  the  86,590  workers  reporting, 
however,  were  leee  than  this  amount. 

In  another  report  by  the  United  States  GoTemment,  containing 
the  results  of  the  investigation  of  the  condition  of  woman  and  child 
.  wage-earaers,"  detailed  information  is  given  about  the  number  of 
days  worked  in  the  year  by  women  and  girls  in  the  four  industries 
of  cotton,  mlk,  glass  and  men's  ready-made  clothing.  Moreover, 
in  the  discussion  of  living  conditions,  similar  data  are  given  for  other 
wage-earners  in  these  households.-  The  aver^^  number  of  days 
worked  in  the  year  by  women  in  the  clothing  trade  was  241,**  in 
cotton  manufacture  in  New  England  mills,  264,  and  in  the  South, 
244,**  in  glass-making,  231,"  in  silk  mills  in  New  Jersey,  262,  and 
in  Peimsylvania,  238.'*  The  proportion  of  working  days  in  the 
year  among  women  in  these  four  large  industriee  varied  then  from 
76  per  cent  to  83  per  cent  of  the  working  year  of  305  days,  not 
counting  Sundays  or  holidaj^s.  As  to  the  unemployment  of  the 
fathers  in  the  families  of  these  women  workers,  the  figures  for  the 
silk  industry  may  be  taken  as  illustrative.  The  average  days  idle  for 
the  silk  weavers  among  them  amounted  to  65  in  the'ye^i  ^or  other 
skilled  workers,  81,  and  for  the  unskilled  91."  The  average  loss 
for  all  of  the  fathers  at  work  totalled  74  days  in  the  year,  or  24  per 
cent  of  the  normal  working  period.  The  investigators  summed 
up  the  situation  in  this  way:  "If  all  the  fathers  had  worked  the 
time  they  were  idle  they  would  have  earned  enough  to  lai^y  make 
up  the  deficit  that  would  have  been  caused  if  the  children  under  16 
had  not  worked."** 

After  a  careful  analysis  of  existing  data  on  the  relation  of  irreg- 
ular employment"  to  the  living  wage  for  women,  the  condition  is 

'*RtportonC<mdiiimofWmrumandChild  Wage-Earners  in  the  Untied  Slaiet, 
Senate  DoounuBt  No.  6tS,  WaabingtoD,  1010. 

■•/bill.,  Vol.  II,  p.  388. 

>/6ui.,  Vol.  I,  p.469. 

>'  Ibid.,  Vol.  UI,  p.  648. 

»/M<i.,  Vol.  IV,p.  280.      , 

'*  Ibid.,  Vol  IV,  p.  269. 

••/Kii.,  Vol.  IV,  p.  286. 

■■  Andrewa,  Irene  Osgood.     "Imgular  Employment  and  tbe  Living  Wage," 
Amtriean  Labor  Legi^aUon  Rmea,  June  I&16,  p.  311. 
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put  forward  that  "all  facts  agree  that  actual  eamingB  fall  far  short 
of  possible  earnings  baaed  upon  rate  of  pay.  At  least  for  the  work- 
ers here  considered,  the  average  girl  or  woman  loses  in  w^^  an 
amount  equal  to  no  less  than  15  per  cent  of  her  possible  earnings. 
The  younger,  more  irregular  worker,  loses  an  even  greater  amount. " 

No  such  careful  estimate  of  losses  by  men  w^e-eamers  can  be 
made  without  more  data  than  are  avulable  at  present,  but  certain 
illustrative  material  is  significant.  Facts  regarding  steel  workers 
have  already  been  cited.  In  Chicago,  the  Mayor's  Commission  on 
Unemployment  reported  in  March,  1914,  concerning  its  investigation 
of  trade  unions,  that  "None  of  the  members  of  these  imions  would 
receive  less  than  $700  a  year  at  their  trades  if  they  worked  full  time; 
but,  actually,  the  average  member  in  40.9  per  cent  of  those  reporting 
received  less  than  S700  from  his  trade"  (p.  15).  In  a  forthcoming 
report,  to  be  published  by  the  Russell  Sage  Foundation,  on  Industrial 
Conditions  in  Springfield,  part  of  the  series  resulting  from  the  survey 
of  Springfield,  Illinois,  in  1914,  facts  bearing  on  irregularity  of 
employment  among  miners  in  that  district  are  given  which  show 
an  average  number  of  days  in  operation  ranging  from  10  to  20  each 
month  in  the  year  and  an  average  for  the  entire  year  of  174  days  or 
only  57  per  cent  of  the  poemble  305  days  of  a  full  working  year. 
Thus  the  miner  whose  rate  of  pay  is  S2.84  per  day  "could  scarcely 
make  S500  a  year  provided  he  hod  full  time  work  every  single  day 
of  the  year  that  his  mine  was  in  operation. "  His  annual  earnings 
on  the  basis  of  a  full  time  305-day  year  would  be  at  least  $850.  In 
a  study  of  100  families  of  wage-earners  in  various  occupations  in- 
cluded in  this  same  report,  it  was  found  that  two  out  of  every  five 
bread-winners  had  an  irregular  income. 

Unemployment  and  irregular  employment  is  a  social  problem 
obviously,  because  in  affecting  income,  it  affects  at  once  the  stand- 
ards of  living  of  the  community.  Its  effect  upon  income  is  twofold: 
it  reduces  earnings  below  the  real  capadty  of  the  worker  as  measured 
by  the  rate  of  his  wages,  and  it  makes  his  receipts  uneertcun,  varying 
from  week  to  week  in  such  a  way  as  to  render  thrifty  management 
almost  impossible.  Recently  the  Committee  on  Women's  Work 
of  the  Russell  Sage  Foundation  made  a  study  of  ItfJian  girls  in  in- 
dustry, one  section  of  which  was  an  inquiry  into  actual  earnii^  in 
48  families,  based  on  monthly  visits  extending  over  the  period  cd  a 
year,  to  secure  the  facts  about  the  weekly  wages  of  every  worker. 
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The  results  are  as  yet  unpublished,  but  the  maDuscript  report  con- 
tains some  coDclusioDS  which  are  pertinent  in  a  discussion  of  unem- 
ployment. The  conclusions  have  added  value  for  the  reason  that 
the  inveetigator**  had  been  remdent  in  the  ndghborhood  for  several 
years  and  knew  the  majority  of  these  families  as  neighbors  before 
she  be^an  the  investigation.  Moreover,  the  facts  were  secured  not 
in  one  interview,  but  in  several  at  frequent  enough  intervals  so  that 
as  little  as  possible  reUance  need  be  placed  on  the  memory  of  those 
who  gave  the  information.  Quotations  from  the  report  may  serve 
to  summarize  the  facts. 

Hie  only  coDCluaitu  which  we  feet  justified  in  putting  forward  is  that  the 
standard  of  liring  is  not  to  be  meoaured  by  the  total  income  received  in  a  year, 
but  by  its  regularity.  That  management  ia  an  importuit  factor  in  producing  a 
whoksome  standard  ia  obvioua.  To  be  able  to  count  in  advauoe  on  a  fixed  unount 
of  money  ia  almoat  an  eeBential  prerequisite  of  efficieot  managemeot. 

When  the  investigator  was  asked  to  select  the  families  which  she  would  place 
in  a  group  having  the  highest  standard  of  living,  she  did  not  choose  those  having 
the  lai^art  income,  or  even  the  largest  p^  capita  receipts.  She  selected  first,  the 
<m»  in  which  the  income  had  been  moet  regular  throu^ut  the  year,  altliougji  the 
total  was  only  tl, 175  for  six  pascma.  How  fluctuating  was  die  inoMne  in  some  erf 
Uie  households  is  shown  in  a  series  of  charts,  one  for  each  family.  The  first 
pieturet  meSdy  raoeipts  which  varied  from  |6.S0  to  $52.60  with  a  total  for  the 
year  of  S12O0J24  and  an  avwage  of  CS.OS  a  week. 

Unfortunately,  very  little  information  ahowiog  weekly  income 
is  to  be  found  even  in  the  comparatively  few  budget  studies  which 
have  been  made  in  this  country.  If  more  were  available,  we  should 
probably  find  that  the  curves  showing  fluctuations  in  the  labor  force 
in  industry  are  matched  by  curves  revealing  variations  in  family 
income,  and  that  these  relate  themsdves  to  the  standard  of  living 
as  causes  of  waste  and  friction  precisely  as  insularity  in  industry 
produces  waste  and  friction  tending  to  lower  the  capacity  of  plant 
and  workman  alike. 

If  it  be  true  that  variations  in  income  are  undemrable  in  their 
effect  upon  family  standards,  the  fact  deserves  conmderation  when 
proposals  are  put  forward  to  establish  variations  in  wage  rates  as 
one  remedy  for  unemployment.  Wage  rates  do  tend  to  vary  now 
in  some  industries,"  especially  the  unorganised,  gmng  down  in  slack 

o  Miss  Elisabeth  Roemer  of  Richmond  HiU  House,  a  settlement  in  an  Italian 
neighborhood  in  New  Yoric. 

"CX.  Figou,  A.  C,  Unanplovmmt,  pp.  76-93. 


Digitized  by  Google 


■  UmaiPLOTUNT  AND  THE  WaGE  ScALB  101 

seseon,  and  not  always  returning  to  their  nonofJ  level  in  busy  times. 
The  proposal,  involving  as  it  does,  a  meaauie  of  bargaining  between 
groups  of  workers  and  employers,  would  doubtless  be  an  advantage 
in  substituting  a  controlled  effect  of  unemployment  on  the  wage 
scale  for  the  present  uncontrolled  effect.  It  should  be  clear,  how- 
ever, that  this  would  denkand  not  only  equality  of  bargaining  power 
between  worker  and  employer,  but  a  much  more  scientific  knowlec^e 
than  we  now  possess  as  to  the  relation  of  fluctuations  in  demand  to 
w^e  rates,  and  more  publicity  about  the  proportion  wliich  wages 
form  of  the  total  cost.  Otherwise  the  proposal  to  reduce  wages  for 
the  same  hours  of  labor  in  slack  season  involves  the  possibility  of 
exploitation.  No  measure  which  endangers  wage  standards  can  cure 
the  distress  due  to  unemployment,  for  unemployment  itself  is  but  a 
phase  of  the  wage  problem. 

Meagre  then  as  is  the  available  information  about  the  total 
effect  of  unemployment  on  wage  standards,  the  illustrative  facts 
which  have  been  cited  are  convincing  on  three  points : 

1.  They  indicate  a  general  industrial  tendency  toward  fluc- 
tuations in  the  labor  force  as  it  is  measured  in  the  total  payroll. 

2.  They  give  evidence  of  a  waste  of  productive  power,  both  of 
industries  and  of  men. 

3.  They  show  that  wf^e  rates,  whether  established  by  unions, 
by  minimum  wage  boards,  or  by  individual  agreement,  are  no 
guarantee  of  an  adequate  income  unless  assurance  be  given  also  of 
some  degree  of  continuity  of  employment. 

Many  measures  are  now  being  advocated  to  prevent  unemploy- 
ment by  reducing  the  number  of  those  who  are  most  likely  to  become 
unemployed,  by  preventing  child  labor,  by  providing  for  the  aged, 
by  increasing  individual  efficiency,  by  developing  and  strengthening 
character,  by  inculcating  thrift.  All  of  these  are  important,  and 
their  accomplishment  would  undoubtedly  lessen  the  distress  which 
DOW  prevails  because  wage-earners  are  out  of  work.  Nevertheless 
a  consideration  of  the  relation  of  unemployment  to  the  wage  scale 
emphasizes  primarily  unemployment  as  a  wage  problem,  and, 
therefore,  a  problem  of  industrial  organization.  As  such  we  cannot 
hope  to  achieve  results  by  any  more  rapid  method  than  attacking 
it  in  each  industry,  in  each  locality  and  in  each  establishment.  In 
some  way  the  faith  must  be  made  general  that  unemployment  and 
seasonal  variations  are  not  inevitable.    Somehow  men  must  be  set 
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to  thinking  about  it  in  the  coal  mines,  in  the  steel  mills,  io  the  cotton 
mills,  in  the  clothing  factories  and  on  the  docks.  The  research 
work  which  is  needed  now  ib  investigation  through  experiment. 
Perhaps  the  best  result  of  unemployment  insurance  would  be  to 
make  men  think,  and  to  place  a  premitmi  upon  regularity.  The 
next  step  in  industrial  organization  should  be  to  demonstrate  through 
actual  experience  what  may  be  accomplished  in  getting  rid  of  the 
present  variations  and  insularities  in  the  payroll  week  by  week. 
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SCIENTIFIC  MANAGEMENT  APPLIED  TO  THE  STEADY- 
ING OF  EMPLOYMENT,  AND  ITS  EFFECT  IN  AN 
INDUSTRIAL  ESTABLISHMENT 

Bt  Richard  A.  Fbisb, 

General  Manager,  The  Glothcraft  Shops  of  The  Joseph  A  Feise  Company, 

Clereland,  Ohio. 

The  effect  of  ateadyiQg  employmeDt  in  Ein  induatrial  estab- 
lishment is  of  such  great  and  growing  importance  that  it  is  well  to 
say  a  few  words  in  regard  to  the  term  "employment."  The  term 
employment  is  used  so  generally  aa  to  have  Tarious  and  more  or  teas 
vague  meanings,  varying  according  to  its  use  and  its  user.  It  is 
more  commonly  used  to  refer  to  the  actual  act  of  employing  and 
means  simply  the  hiring  or  putting  of  people  on  the  payroll. 

Practically  every  large  industrial  estabhshment  today  has  an 
employment  department  whose  business  it  is  to  hire  the  employees 
who  are  asked  for  by  some  foreman  or  other  department  bead. 
While  there  can  be  no  employment  which  does  not  b^n  with  hiring, 
the  kind  of  employment  that  this  paper  deals  with  contemplates 
luring  as  only  a  part,  and  not  the  largest  part,  of  the  real  employment 
problem.  The  real  employment  problem  begins  after  the  act  of 
hiring  has  taken  place  and  is  a  continuous  function  which  does  not 
cease  until  employment  is  ended.  From  this  point  of  view  employ- 
ment is  one  of  the  most  important  functions  of  management  in  an 
industrial  establishment. 

As  real  or  scientific  management  deals  with  the  development 
and  coSrdination  of  the  welfare  of  each  and  every  individual  in  the 
organization,  the  importance  of  scientific  employment  can  readily 
be  seen.  This  is  being  realised  more  and  more  by  both  mana^rv 
and  the  public. 

The  object  of  an  industrial  organization  is  to  coordinate  effort 
for  the  continuous  and  permanent  accomplishment  of  a  definite 
purpose.  Therefore,  the  steadying  of  employment  is  the  most 
important  problem  of  employment.  For  general  purposes  there 
are  two  kinds  of  problems  which  have  to  be  considered  in  connection 
with  the  employment  function  as  well  as  with  other  functJone: 
103 
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first,  the  problemB  of  the  function  itself,  and,  second,  the  prob- 
lems of  all  other  functions  in  their  relationship  to  the  function  un- 
der consideration. 

It  is  the  real  problem  of  the  employment  function  to  keep  every 
portion  necessary  to  carry  on  the  business  of  the  oi^anizatjon 
steadily  and  permanently  filled  with  men  and  women  best  fitted 
for  the  purpose.  For  this  purpose  every  induBtrial  oi^anisation 
should  have  some  one  person  or  department  whose  sole  business  is 
the  studying  and  handling  of  this  problem.  This  is  a  function  that 
cannot  be  administered  by  some  head  or  underlii^  in  an  operating 
department.  The  immediate  interests  of  anyone  responsible  to 
any  degree  for  operating  are  bound  to  be  in  constant  conflict  with 
the  ultimate  objects  and  policies  of  the  employment  deputment. 
From  time  to  time  questions  arise  between  employees  and  heads  of 
operating  departments  and  no  one  who  is  a  party  to  these  questions 
is  in  a  position  fwrly  to  decide  and  solve  them.  The  solution  of 
such  questions  lb  a  function  of  ihe  employment  department  and 
they  would  be  imposnble  of  fair  and  satisfactory  solution  if  the 
function  of  employment  were  administered  by  one  who  might  be 
an  interested  party.  Where,  moreover,  enough  people  are  em- 
ployed to  make  employment  a  real  problem,  it  is  a  problem  as  im- 
portant and  requiring  as  much,  if  not  more,  ability  than  operating 
itself  and  there  is  no  reason  why  it  should  not  be  administered  by 
one  who  is  just  as  capable  and  has  as  much  ability  in  his  line  as 
a  head  of  an  operating  department. 

Scientifically  speakii^,  the  employment  problem  really  starts 
after  the  act  of  hiring  has  taken  place,  and,  while  the  hirii^  of  new 
people  should  be  a  constantly  decreamng  problem,  after  they  are 
employed,  the  employment  problem  in  connection  with  a  new  em- 
ployee is  of  importance  second  to  none.  A  new  employee,  at  the 
best,  is  undeveloped  for  the  position  which  he  is  called  upon  to  fill 
in  any  organization,  and,  as  he  has  been  employed  in  order  steadily 
and  permanently  tto  fill  a  position  necessary  for  the  objects  of  the 
organization,  he  needs  and  is  entitled  to  especial  attention  in  order 
that  he  can  be  developed  to  fill  that  position  fittingly.  For  this  pur- 
pose the  greatest  possible  care  must  be  exercised  when  new  men  and 
women  are  employed  in  selecting  such  as  seem  not  only  best  fitted 
for  the  particular  position  in  question,  but,  above  all,  fitted  for  the 
organisaUoD. 


Digitized  by  Google 


Scientific  Manaqbmbmt — Stbadting  or  Eicplotmbnt    106 

The  question  of  fitness  tor  the  oi^anization  is  the  more  impor- 
tant and,  generally  speaking,  is  the  one  that  can  be  better  determined 
at  the  time  of  employment.  It  is  more  important  because  no  mat- 
ter how  skilled  or  well-fitted  a  man  or  woman  may  be  for  the  given 
position,  if  he  is  not  fitted  for  and  in  harmony  with  the  organization 
and  it«  objects,  he  will  not  only  be  inefficient  in  his  surroundings, 
but  will  be  continuously  a  detriment  to  himself  and  others  in  the 
ot^anisation.  As  this  is  a  matter  of  spirit  and  inherent  attitude  of 
mind,  it  is  a  matter  that  is  the  more  readily  detected  in  the  course 
of  a  personal  interview  by  anyone  with  any  reasonable  amount  of 
training  and  experience,  who  makes  a  specialty  of  the  function  of 
employment. 

The  determination  of  the  fitness  of  a  new  employee  for  the  given 
position  is  generally  more  difScult  except,  of  course,  under  conditions 
where  the  position  is  one  that  has  been  scientifically  standardized 
and  the  employee  has  proven  his  fitness  in  the  same  kind  of  a  posi- 
tion under  similar  conditions  of  the  same  degree  of  standardization 
elsewhere.  As  yet,  at  least,  this  is  of  very  exceptional  occurrence 
and  only  the  normal  case  can  be  considered. 

The  employee's  general  physical  and  mental  fitness  is  an  im- 
portant factor.  His  physical  fitness  is  of  prime  consideration  and 
is,  as  a  rule,  readily  determined.  The  important  thing  in  this  con- 
nection is  not  only  to  have  adequate  gervice  to  determine  physical 
fitness  at  the  time  of  employment,  but  to  have  a  systematic  follow- 
up.  The  determination  of  physical  fitness  in  a  scientific  employ- 
ment department  must  not  be  made  with  a  purpose  of  eliminating 
those  who  are  at  the  time  of  employment  physically  imfit,  but  for 
the  purpose  of  eUminating  only  those  who  are  permanently  unfit. 
Many  cases,  seemingly  unfit,  are  capable  of  attaining  physical  fit- 
ness and  normal  health  imder  scientific  employment.  Such  caeea 
should  not  be  ehminated,  but  should  be  saved  to  the  industry. 

We  hear  a  great  deal  of  late  about  psychological  tests  for  fitness 
and  there  is  no  doubt  that  this  is  a  field  subject  to  a  great  deal  of 
useful  and  practical  development.  It  will,  however,  never  aid 
materially  in  the  solution  of  this  problem,  except  in  special  instances 
where  definite  and  special  aptitudes  are  required  and  can  be  made 
subject  to  practical  tests,  e.g.,  it  will  be  conceded  that  it  would  be  a 
mistake  to  employ  a  railway  engineer  who  could  not  distinguish 
red  from  green  readily.    Tests  of  this  nature  are  undoubtedly  use- 
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ful  and  will  figure  in  a  more  important  way  in  the  future.  Practical 
tests  of  this  kind  are  bdng  developed  by  progressive  companies. 
For  general  purposes,  however,  these  test^  wUl  only  be  useful  for  a 
few  specific  purposes  and  will,  perhaps,  be  of  less  importance  in  ao 
ordinary  industrial  establishment  than  in  other  fields. 

In  an  industrial  establishment  the  character  of  an  employee  and 
his  fitness  for  the  organization  are  the  most  important  things.  His 
fitness  for  a  given  position  is  secondary  and  depends  less  upon  his 
mental  qualifications  at  the  time  of  employment  than  it  does  upon 
his  development  by  and  in  the  organisation.  No  matter  what  the 
manual  skill  of  an  employee  might  be,  if  he  is  out  of  harmony  with 
the  surroundings,  he  is  more  of  a  detriment  than  a  help  to  the  oi^an- 
ization  and  himself.  Every  organisation  has  definitely  perceivable 
characteristics.  We  often  hear  of  the  "tone"  of  an  organization. 
When  the  personality  of  the  employee  is  out  of  harmony  with  this 
tone,  the  resultant  harm  to  the  oi^anization  will  be  much  greater 
than  if  he  were  unfit  for  the  i>osition  but  in  harmony  with  the  or- 
ganization. This  is  chiefiy  a  question  of  character.  Unfortunately, 
as  a  rule,  the  importance  of  character  is  only  recc^nlzed  in  extreme 
instances.  If  a  man's  character  were  such  that  he  would  resort  to 
personal  violence  or  dishoneety,  his  unfitness  would  be  recognised 
no  matter  how  fit  he  might  be  for  the  position.  If,  however,  his 
character  were  such  that  he  was  inherently  uncodperative  and  re- 
sorted to  underhandedness,  the  importance  of  his  character  and  fit- 
nras  for  the  organization  would  be  overlooked  in  many  instances  if 
he  showed  particular  fitness  for  his  position. 

Fitness  for  a  given  poedtion  in  the  operating  depuiments  con- 
sists chiefly  in  the  acquirement  of  skill  in  the  performance  of  cer- 
tain manual  tasks.  Given  character  and  fitness  for  the  ot^faniia- 
tion,  the  acquirement  of  skill  in  the  performance  of  a  given  du^  is 
generally  a  matter  of  proper  training  being  provided  by  the  admin- 
istrative side  of  the  organization.  It  must  always  be  remembered 
Uiat  skilled  and  fit  men  are  not  bom,  but  made,  and  it  is  an  essential 
function  of  any  industrial  oi^anisation  to  train  men  and  make  them 
fit  for  specific  positions  necessary  to  the  objects  of  the  organisatdon. 
There  is  no  broader  admission  on  the  part  of  a  manager  of  bis  own 
ineSBciency  and  his  own  lack  of  comprehension  of  bis  duties  and 
problems  than  the  oft  heard  complaint  on  his  part  of  the  tack  (^ 
skilled  men. 
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Under  scientific  nmnagement  the  management  aasumea  as  a 
definite  port  of  its  function  the  development  and  training  of  em- 
ployees, and  the  employment  function  is  carried  on  scientifically 
in  recognition  of  the  above  conditions.  At  the  Clothcraft  Shops 
of  the  Joseph  &  Feiss  Company,  all  applicants  are  interviewed  by 
one  of  the  heads  of  the  service  and  employment  department.  lu- 
formatioQ  concerning  applicants  is  put  down  in  dettul,  together 
with  other  notes  as  to  various  qualifications,  upon  a  form  pro- 
vided for  the  purpose.  Diuing  tiie  course  of  the  interview  careful 
note  is  made  of  apparent  qualification  or  lack  of  it.  Applications 
are  carefully  filed  and  when  a  poation  is  to  be  filled  the  most 
promimng  applicants,  are  sent  for.  When  the  applicant  is  hired, 
one  of  the  heads  of  the  emplt^ment  and  service  department  takes 
him  in  hand  and  goes  over  agun  in  detul  such  other  ground  as 
relates  to  the  condition  of  employment,  which  is  covered  in  a 
more  general  way  at  the  time  of  application.  This  interview  is 
of  great  importance  and  covers  coDcisely  conditions  of  his  em- 
plt^ment  both  as  to  the  responsibility  towards  himself  and  the 
organization  and  the  resporndbility  of  the  organisation  to  him. 

As  an  industrial  organization  is  based  on  cooperation  for  con- 
tinuouB  mutual  benefit,  it  is  very  important  not  only  to  explun  this, 
but  also  to  explain  in  detail  where  the  mutuaUty  of  interests  lies  and 
how  necessary  cooperation  is  to  obtain  continuous  mutual  benefits. 
One  of  the  most  important  responsibiUties  of  the  employee  is  to  fill 
his  position  steadily  and  continuously  in  order  that  the  interests  of 
all  concerned  will  not  be  jeopardized.  In  this  connection  matters 
very  personal  and  conditions  outside  the  establishment  often  become 
very  important  and  must  be  studied  and  dealt  with  as  part  of  the 
employment  problem  wherever  employment  is  to  be  scientifically 
considered.  Volumes  could  be  written  on  this  subject.  This 
phase  of  the  problem  alone  occupies  the  larger  part  of  the  time  and 
attention  of  the  service  and  employment  department  at  the  Cloth- 
craft  Shops  of  the  Joseph  &  Feiss  Company. 

This  company  has  ^ven  particular  attention  to  this  ade  of  the 
problem  and  in  this  connection  has  made  a  spedal  study  of  sanitary 
conditions  and  other  conctitions  that  affect  the  health,  comfort  and 
contentment  of  its  workers.  Medical  examinations  are  compulsory 
and  have  been  developed  to  a  high  state  of  usefulness.  Medical 
service  not  only  includes  a  regular  practicing  physician,  but  also  a 
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dentist,  oculiet  and  a  trained  nuree.  The  tnuoed  nurse  and  others  of 
the  employment  and  service  department  make  home  vints  duly  to 
all  absentees,  new  employees  and  others.  In  connection  with  this 
side  of  the  employment  problem  the  use  of  the  English  language  is 
considered  most  important  and  attendance  at  the  English  classes  at 
the  factory  is  made  compulsory  to  those  who  cannot  make  themselTes 
readily  underetood  in  English.  Among  other  things  this  company 
has  established,  for  the  purpose  of  dealii^  with  mental  and  phyncfd 
fitness  of  its  employees,  shower  baths,  locker  rooms,  lunch  rooms, 
recreation  rooms  and  recreation  grounds,  a  branch  library  and  a 
penny  bank.  The  Hmits  of  this  article  do  not  permit  the  author  to 
go  into  detail  as  to  the  application  of  these  things  to  the  problem 
of  employment.  They  all  are  for  the  purpose  of  keeping  men  and 
women  of  the  organization  in  all  respects  fit  to  steadily  fill  their 
positions  as  efficiently  as  possible. 

For  all  purposes  of  employment  there  must  be  a  continuous  and 
systematic  following  up  of  the  individual  and  there  must  be  es- 
tablished both  in  spirit  and  fact  an  absolutely  free  contact  unham- 
pered and  uncontrolled  in  any  respect  by  any  function  excepting 
only  the  employment  function  itself. 

So  far  we  have  con^dered  only  the  employment  problems  of  the 
employment  function  alone.  We  shall  now  consider  some  of  the  prob- 
lems of  the  employment  function  in  its  relation  to  other  functions 
and  to  extraneous  conditions.  As  to  the  relation  of  other  functions 
of  the  oT^nization  to  the  employment  function,  there  must  exist 
in  the  first  place  heartiest  codperation  in  thar  administration.  The 
success  of  other  functions  greatly  depends  upon  employment  and 
upon  this  cooperation.  Many  employment  questions  arise  in  the 
performance  of  duties  connected  with  these  other  functions.  Al- 
though these  and  many  other  facts  are  brot^ht  to  the  attention  of 
the  employment  department  by  the  development  of  free  contact 
and  the  general  relationship  that  must  be  developed  between  the 
employees  and  tile  employment  heads,  it  is  necessary  that  all  func- 
tions are  BO  administered  that  all  such  matters  are  systematically 
and  immediately  brought  to  the  attention  of  the  employment  de- 
partipent. 

While  employment  is  a  condition  precedent  to  the  performanoe 
of  many  other  functions,  all  such  other  functions  must  be  adminis- 
tered with  a  constant  view  toward  the  solution  of  Qie  problems  of 
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employment.  All  employees,  especially  new  employees,  must  be 
^ven  coDfitant  and  systematic  instruction.  Tbiey  must  be  fairly 
dealt  with  in  the  distribution  of  work  and  other  matters  of  functional 
administration  pertuning  to  them.  No  functional  foreman  should 
be  permitted  to  allow  anyone  to  work  who  is  in  the  slightest  degree 
dissatisfied,  or  has  the  amplest  kind  of  injury,  or  who  is  not  feeling 
perfectiy  well,  or  who  ia  or  is  likely  to  be  in  any  degree  physically  or 
mentally  unfit,  without  calling  it  to  the  immediate  attention  of  the 
employment  department. 

It  is  the  duty  of  the  management  under  scientific  uuuiagemeat 
to  standardize  all  work  and  working  conditions  in  order  that  as 
nearly  as  possible  an  even  Sow  of  work  is  maintained  throughout 
the  establishment  and  that  all  workers  have  a  steady  and  equal 
opportunity  for  continuous  employment  and  earnings.  At  times  of 
industrial  depression  the  working  force  should  not  be  cut  down 
except  only  under  such  extraordinary  conditions  as  may  be  forced 
upon  the  industry,  which  are  absolutely  beyond  its  control.  When 
there  is  not  enough  work  to  keep  the  entire  working  force  steadily 
employed,  the  number  of  hours  of  employment  should  be  reduced 
equally  throi^hout  the  whole  organization.  If  all -managers  real- 
ized thmr  duty  in  this  respect,  both  to  their  organization  and  to  the 
community,  there  would  be  very  little,  if  any,  aggravation  of  the 
problem  of  unemployment  during  periods  of  industrial  depresmon. 

As  far  as  employment  is  concerned,  there  are  two  problems  that 
daily  occupy  the  attention  of  the  operating  departments  which 
materially  affect  its  steadiness.  One  of  these  is  the  balanoe  of 
materials;  the  other  the  balance  of  personnel.  The  balance  of  ma- 
terials for  the  purpose  of  steadiness  of  opwation  is  recognized 
to  he  one  of  the  main  responabilities  that  the  management 
must  assume.  Scientific  management  provides  for  this  by  proper 
planning  and  routing.  Balance  of  personnel  ia  just  as  important. 
Where  an  employee  is  missing  because  of  tardiness,  absence  or  other 
reason,  it  interferes  and  seriously  affects  the  steadiness  of  employ- 
ment of  the  whole  organization.  To  meet  emergencies  of  this  kind 
employees  should  be  instructed  to  perform  more  than  one  operation. 
The  most  important  thing  in  this  connection,  however,  is  that  taiv 
diness  and  absences  are  cut  down  and  employees  are  kept  as  steadily 
■8  possible  on  the  job.  At  the  Clothcraft  Shops  of  the  Joseph  & 
Feobb  Company  employees  are  oonstantiy  being  instructed  to  per- 
form new  operations  and  by  means  mentioned  above  the  service 
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and  employment  department  has  cut  down  abBentees  and  tardiee 
to  Buch  an  extent  that  there  are  many  days  whea  there  are  no  tar- 
dies  and  when  the  absentees  amount  to  less  than  one  per  cent  of 
the  working  force. 

Without  going  into  unnecessary  detail,  it  must  be  remembered 
that  all  interruptiong  of  work  and  all  other  delays  in  the  steady  flow 
of  work  are  matters  which  affect  the  problem  of  steadying  employ- 
ment. Before  leaving  the  operative  functions  and  their  connection 
with  this  problem,  it  is  essential  that  we  remind  ourselves  that 
steadiness  of  employment  depends  upon  personal  relationship  as 
much  as  upon  anything  else.  For  this  purpose  it  is  not  only  im- 
portant to  consider  personality  in  the  selection  of  the  ordinary 
employee  for  a  position,  but  it  is  still  more  important  to  con^der 
the  proper  personality  or  the  possibiUty  of  its  development  in  the 
selection  of  functional  heads  who  have  constant  contact  with  aoy 
part  of  the  organization.  Such  heads  are  very  often  chosen  merely 
for  their  mechanical  ability  and  are  generally  responsible  for  a  great 
many  unnecessary  quitters  and  a  consequent  unsteadiness  of  em- 
ployment. The  general  question  of  personal  relationship  is  a 
question  of  managerial  poBcy  of  the  greatest  importance  and  the 
social  problem  must  not  only  be  met  by  such  means  as  touched 
upon  above,  but  a  social  spirit  based  upon  real  democracy  must  be 
developed  as  a  matter  of  policy  throughout  all  ranks  of  the  organ- 
ization. 

The  seasonableness  of  certain  industries  is  generally  recognized 
as  one  of  the  extraneous  problems  affecting  steadiness  of  employ- 
ment. A  great  deal  of  education  of  the  buying  public  is  necessary 
to  assist  in  overcoming  this  condition.  A  great  deal,  however,  can 
be  done  by  competent  management  to  mitigate  this  difficulty.  For 
this  purpose  buying  should  be  standardized  to  aid  in  the  anticipa- 
tion of  orders.  The  most  important  problem  in  this  connection  is 
the  selling  problem.  The  development  of  the  sales  problem  and 
the  sales  organization  is  generally  far  behind  the  development  of 
the  manufacturing  problem  and  the  manufacturing  organisation. 
Steps  must  be  taken  in  order  to  insure  sales  not  only  of  product 
that  is  easy  to  sell,  but  chiefly  such  product  that  can  be  continu- 
ously, and,  therefore,  profitably  manufactured  with  the  least  inter- 
ference with  the  steadiness  of  employment. 

Mr.  Morris  L.  Cooke,  director  of  Public  Works,  Philadelphia, 
in  an  able  address  on  "Scientific  Managraoent  as  a  Solution  of  the 
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Unemployment  Problem"'  tells  of  &  case  in  the  hosiery  industry  in 
the  Philadelphia  district  where  it  was  found  that  those  mills  which 
sold  their  output  through  a  single  selling  agent  found  th^r  businesB 
very  seasonable  and  subject  to  varying  demands  of  output.  All 
tiiose  mills  which  sold  their  own  goods  and  developed  the  sales 
policy  co-related  to  the  problem  of  manufacture  were  able  to 
regularize  their  demand  as  far  as  output  was  concerned  to  a  very 
great  extent. 

The  Joseph  &  Feiss  Company,  in  order  to  meet  this  problem  of 
seasonsblenesa  with  a  direct  prupose  of  steadying  emplojmient, 
have  for  some  time  past  conducted  an  advertising  campaign  which 
concentrated  on  certain  of  its  products  that  could  be  produced  from 
season  to  seasoo  without  b«ng  much  affected  by  the  style  question. 
As  a  rule,  there  is  nothing  more  annoying  to  the  industrial  manager 
than  this  problem,  as  the  sales  policy  is  generally  not  within  his 
control  and  there  is  no  extraneous  function  which  more  affects  his 
problem  of  steadying  employment  and  whose  proper  relationship  to 
this  function  is  more  misunderstood. 

Volumes  could  be  written  on  steadying  of  employment  and  the 
employment  problem  in  general,  but  proper  consideration  and  reason- 
able effort  expended  along  the  lines  suggested  above  will  prove 
more  profitable  in  result  than  can  readily  be  comprehended.  It  has 
already  been  shown  that  the  Clothcraft  Shops  have  reduced  tardies 
and  absentees  to  a  minimum.  No  greater  proof  of  the  effect  of 
steadying  employment  in  an  industrial  establishment  can  be  had 
than  the  record  of  the  "labor  turn-over"  in  this  shop  in  the  past 
four  years.  During  the  period  covered  from  June,  1910,  to  July,  1614, 
the  labor  turn-over  of  the  Clothcraft  Shops  has  been  reduced  by  80 
per  cent. 

The  importance  of  this  problem  is  only  beginning  to  be  teoog- 
nized.  Most  managers  make  a  study  of  their  mechanical  problem 
and  consider  it  a  necessity,  not  only  to  be  equipped  with  the  moat 
efficient  and  up-to-date  machinery,  but  to  make  a  study  of  its  use 
.  and  the  keeping  of  it  in  constant  repair  for  steady  work.  But  few 
recognize  that  this  attitude  in  connection  with  personnel  is  of  far 
greater  importance.  Steadiness  of  materials  and  machinery  is 
only  the  adjunct  to  the  real  problem  of  steadiness  of  employment. 
In  order  to  meet  with  real  success,  it  must  be  recognized  that  it  is  a 
function  of  management  not  only  to  build  up  a  "manufactory," 
but  to  build  up  a  "man  factory." 
>  Delivered  before  the  Cleveland  Advertiung  Club,  May  19,  IQlfi. 
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A  FtJNCTIONALIZED  EMPLOYMENT  DEPARTMENT  AS 
A  FACTOR  IN  INDUSTRIAL  EFFICIENCY 

Bt  Ernest  Mabtin  Hopkins, 

Manager,  Employment  Department,  The  Curtis  Publishing  Company, 

Philadelphia. 

The  moat  significant  fact  pertaining  to  induBtrial  management 
today  is  the  attention  which  is  being  given  to  the  problems  of 
personnel.  Recognition  ia  being  given  to  the  truth  that  new  sources 
of  power  and  evolution  of  mechanical  processes  have  but  changed 
the  points,  in  methods  of  production,  at  which  the  human  factor 
is  essentia],  without  chai^ng  to  any  degree  the  ultimate  dependence 
upon  it. 

The  impressive  thing  is  not  that  some  men  recognlee  the  im- 
portance of  the  individual  worker,  for  this  has  always  been  true  of 
some;  it  is  that  such  recognition  is  ao  rapidly  becoming  general,  since 
it  has  been  so  loi^  delayed.  Yet  the  causes  are  obvious.  Power 
can  be  produced  for  A  and  Z  with  little  variation  in  cost  to  either. 
Plant  design  has  been  standardized  until  one  can  gain  small  advan- 
tage over  another  herein.  The  same  mechanical  equipmrat  can  be 
secured  by  one  as  by  the  other.  There  is  no  longer  marked  advan- 
tage possible  to  the  thoroughly  progressive  house  over  another, 
equally  progressive  and  inteUigent,  in  the  security  of  raw  materials, 
in  the  mechanical  processes  of  manufacture,  or  in  the  methods  of 
promotion  and  distribution.  Wherein  lies  possible  advantage  of  A 
over  Z  in  the  competition  between  them?  Or  the  question  may  read 
for  Z,  how  may  he  retun  his  prosperity  in  competition  with  A? 
This  is  one  phase  of  the  compelling  logic  which  is  leading  to  the 
study  of  problems  of  employment. 

It  becomes  increasingly  evident  that  the  statement  frequently 
made  is  universally  true,  if  interpreted  broadly,  that  the  interests  of  , 
employer  and  empIoyOB  are  inextricably  bound  together. 

The  social  significance  of  questions  relating  to  the  mutual 
interests  of  employers  and  employees  is  so  great  that  these  could 
not  have  been  much  longer  kept  subordinate  under  any  circum- 
stances; but  the  utilitarian  advantage  to  employers,  individually 
112 
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and  coUectiTely,  of  scientific  study  of  these  problems  has  become  so 
plain  that  the  present  general  interest  in  them  among  industrial 
leaders  can  most  positively  be  ascribed  to  the  f aot  that,  vhaterer 
else  they  are,  they  are  a  vital  coacem  of  good  business. 

It  was  logical,  when  industrial  management  reached  the  stage 
that  its  practices  could  be  defined,  and  the  preliminary  studies  made 
to  separate  the  good  and  the  bad,  in  course  of  reducing  such  man- 
cement  to  a  science,  that  attention  should  have  been  f  ocussed  first 
on  processes,  machines  and  buildii^.  These  things  needed  to  be 
right  before  the  worker  could  realize  his  possibilities.  It  is  to  be 
recognized,  however,  that  though  the  word  "efficiency"  came  into 
wide  use  during  this  stE^e  of  dealing  with  inanimate  factors,  the 
word  is  entitled  to  the  far  broader  significance  which  carries  an 
import  of  all-around  effectiveness.  Industrial  efficiency,  under 
proj>er  definition,  does  mean  and  must  be  understood  to  mean  right 
workers  and  right  conditions  for  them  as  distinctly  as  right  machines 
and  conditions  designed  for  their  best  operation. 

This  is  the  broad  principle  on  which  the  functionalized  employ- 
ment department  has  been  established.  It  is  simply  the  applica- 
tion of  the  same  reasoning  to  findii^  and  maintaining  the  labor 
supply  that  has  already  been  applied  in  industry  to  problems  of 
building,  equipment,  mechanical  supervision,  and  the  methods  by 
which  business  is  despatched. 

There  is  this  greater  difficulty  in  establishing  a  functionalized 
department  for  employment  and  correlated  responsibilities  than 
in  establishing  a  department  for  almost  anything  else,  that  how- 
ever frankly  men  will  acknowledge  limitations  on  some  sides,  few 
will  admit  or  believe  that  they  are  not  particularly  perspicacious 
in  their  judgments  of  men.  This  is  particularly  true  of  those  of  cir- 
cumscribed vision,  whose  advantages  have  been  few  and  whose 
opportunities  for  developii^  breadth  in  their  mental  processes  have 
been  limited,  as  is  the  case  with  many  minor  executives  or  sub- 
foremen.  Such  an  one  feels,  perhaps  not  unnaturally,  that  his 
prestige  with  the  new  employee  is  impaired  if  employment  is 
secured  through  some  department  outside  his  own.  Moreover,  he 
is  likely  to  ascribe  to  the  employment  department  no  other  basis  of 
appraisal  than  he  himself  has  used,  and  with  this  as  a  premise,  he 
argues  that  his  own  intuition  is  better  than  that  of  one  who  lacks 
his  own  intimate  knowledge  of  the  work  for  which  be  is  responsible. 
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Almost  invariably,  too,  he  fails  to  value  to  reasonable  extent  the 
loss  to  hiB  own  work  which  cornea  from  the  waste  of  time  involved  in 
interviewing  and  employing,  even  if  he  undertakes  to  do  this  with 
such  care  ae  that  of  which  he  may  be  capable. 

Too  much  emphasis  may  not  be  placed,  however,  on  the  di£B- 
culties  incident  to  establishing  the  employment  department,  for 
the  foremost  concerns  have  bo  definitely  accepted  the  principle  that 
it  is  bound  to  be  accepted  generally.  It  should  simply  be  recognized 
that  such  a  department  cannot  fulfill  its  function  to  become  a  lai^ 
contributor  to  the  success  of  the  businesa  unless  it  be  given  recog- 
nition and  endorsement  sufficient  to  gain  for  it  codperation  from  the 
departments  with  whose  problems  of  personnel  it  must  be  in  con- 
tact. A  large  responaibility  rests  upon  the  employment  department 
to  work  carefully  and  con^derately,  with  open  mind  and  apprecia- 
tion of  the  problems  of  others;  but  even  bo,  occaaonal  support  in 
the  way  of  instructions  from  above  will  be  needed  to  give  the  de- 
partment access  to  some  parts  of  the  field  wherein  its  work  should  be 
done. 

This  raises  the  question  aa  to  the  place  of  the  department  in 
the  organization.  There  can  be  only  one  answer,  if  the  installation 
of  the  work  is  made  in  good  faith — it  must  be  in  direct  contact 
with  tlie  topmost  management,  where  its  problems  can  be  passed 
upon  promptly  and  decisively  by  ultimate  authority,  if  issues  atue. 
More  important  than  this,  the  creation  and  establishment  of  such 
a  department  in  a  business  should  mean  that  the  avenues  of  com- 
munication between  those  in  the  ranks  and  those  at  the  top,  which 
too  often  have  become  closed  as  a  business  has  grown  large,  are  to 
be  reopened.  If  this  does  not  become  true,  the  potentiality  for 
good  in  such  work  can  never  be  more  than  partially  realized. 

It  is  a  duty  that  distinctly  belongs  to  the  employment  office, 
to  cultivate  sympathetic  knowledge  of  the  opinions  of  workers  and 
to  bespeak  these  to  the  management.  All  industry  is  so  set  up  that 
the  word  of  the  management  can  be  quickly  and  easily  transmitted 
down.  It  is  uo  less  of  consequence  to  those  above  than  to  those 
below  that  some  agency  exists  for  facilitating  the  reverse  process. 

Industrial  efficiency  could  not  have  been  so  definitely  advanced 
as  it  has  been  without  gigantic  accomplishment  in  gathering  data, 
codifying  it,  and  the  establishment  of  systems  to  realize  benefits 
from  the  lessons  learned-    It  is  useless  to  expect  that  great  busineseeB 
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can  be  conducted  without  a  great  mass  of  prescribed  routines 
designed  for  tbe  greatest  good  in  the  majority  of  cases.  But  it  is 
true  that  the  nece^ary  struggle  for  uniformity  and  system  has 
involved  the  limitation  of  individualism  to  standardized  types  to  an 
extent  that  ruses  some  serious  questions. 

It  is  impossible  to  set  iimite  to  the  advantages  which  may 
accrue  to  a  business  from  such  attributes  of  personality  among  its 
men  as  loyalty  uid  enthufiiasm,  and  yet  personality  cannot  well  be 
standardized.  Herein  the  employment  department  needs  particu- 
larly to  be  on  guard  in  its  own  work.  It  must  steer  between  the 
danger  of  following  the  foreman's  method  of  picking  men  because 
he  likee  their  looks  or  their  manners,  and  a  method  bo  systematized 
and  impersonal  as  to  have  eliminated  all  individualism. 

It  is  for  this  reason  that  great  caution  is  needed  to  avoid  blind 
acceptance  of  methods  from  among  the  various  systems  evolved 
by  the  less  careful  industrial  psychologists  or  advocates  of  character 
analysis.  Much  along  these  tines  has  been  established  which  ought 
to  be  known  and  utilized  to  reasonable  extent  in  the  employment 
office.  It  is  surely  true  that  certain  physical  types  are  particularly 
adapted  to  certain  forms  of  manual  labor;  it  is  as  true  that  certwi 
mental  types  have  especial  aptitudes  which  ought  to  be  recognized 
in  assigning  them  to  work.  Experiments  psychology  baa  taught  us 
bow  to  determine  the  mental  defective  and  the  moron,  and  is 
capable  of  doing  far  more  for  us.  But  there  is  a  re£nement  of  system 
proposed  by  some  that  is  neither  commercially  profitable  not 
ethically  sound,  in  that  on  the  one  hand,  at  large  expense,  it  attempts 
tbe  standardization  of  personality,  and  on  the  other,  it  accepts  un- 
duly a  theory  of  predestination  which  would  largely  limit  the  oppor- 
tunities for  proving  individual  worth. 

There  are,  however,  no  differences  of  opinion  ooacemii^  the 
desirability  of  standardization  of  jobs.  This  is  not  properly  a  respon- 
sibility of  the  employment  office,  but  knowledge  of  what  the  re- 
spective standards  are  is  one  of  its  vital  needs.  If  the  data  have  not 
been  gathered  and  made  available,  one  of  the  most  essential  moves 
for  the  employment  office  in  the  establishment  of  its  own  work  is 
to  undertake  such  a  survey  of  requirements  of  the  work  and  oppoi^ 
tunities  for  the  workers  in  the  respective  departments  and  sub-de- 
partments as  broi^ht  together  will  give  a  composite  of  the  whole 
plant.    Such  a  survey  need  not  be  made  obtrusively  nor  need  it 


Digitized  by  Google 


116  Thb  Annals  or  thb  Aubbican  Acadeut 

become  a  nuisance  to  dtpartment  executives.  It  will  neccflBarily 
involve  the  expenditure  of  considerable  time.  But  it  ia  worth 
while  doing,  even  if  it  has  to  be  done  very  quietly  and  very  slowly, 
for  while  it  oSera  the  moat  fundamental  data  for  employment  work, 
it  likewise  often  shows  such  inconsistencies  in  practice  that  a  com- 
pany can  markedly  raise  its  average  of  efficiency,  if  only  it  brii^ 
the  departments  of  lax  or  faulty  standards  somewhat  up  towards 
the  grades  of  those  which  are  being  well  administered. 

Such  a  survey  in  its  elementary  form  should  show  at  least  such 
facte  concerning  the  respective  departmente  as  preferred  sourcea 
of  supply  for  new  employees,  education  or  special  traimng  required, 
any  special  attributes  desired,  initial  wages  paid,  opportunities  for 
advancement  in  portion  and  possible  w^e  increases,  working 
conditions  and  working  hours,  and  labor  turn-over. 

The  term  "labor  turn-over,"  which  has  recently  come  into  gen- 
eral use,  even  now  is  not  fully  understood  by  some,  and  is  perhaps 
best  described  by  the  more  brutal  phrase  In  general  use,  "  hiring  and 
firing."  The  annual  "hiring  and  firing"  figures  represent  the  per- 
centage of  labor  turn-over.  For  instance,  if  a  company  nuuntains 
a  normal  labor  force  of  a  thousand  people,  and  is  obliged  to  employ 
annually  a  thousand  to  compensate  for  those  who  leave  or  are  dis- 
miased,  the  labor  turn-over  is  100  per  cent. 

Probably  no  greater  argument  for  the  establishment  of  a  f unc- 
tionalized  employment  department  in  many  companies  could  be 
made  than  to  induce  a  study  of  the  labor  turn-over  figures.  It  is 
not  an  unusual  experience  to  find  employers  who  eetimate  the 
figures  of  their  own  concerns  at  less  than  50  per  cent,  when  it 
actually  runs  to  several  times  that  figure. 

It  is  to  be  noted  that  such  figures,  though  illuminating  in  them- 
selves, need  further  analysis  to  be  of  major  use.  For  instance, 
seasonal  demands  may  be  such  in  the  specified  shop  normally 
enrolling  a  thousand  hands  that  two  hundred  must  be  employed 
periodically  for  a  few  weeks  and  then  dismissed,  their  places  again 
to  be  filled  in  a  few  more  weeks.  If  this  happens  five  times  a  year, 
the  tura-over  figures  wilt  be  SOO  per  cent.  The  other  extreme 
would  be  a  concern  with  such  lack  of  knowledge  of  the  money  loss 
involved  in  change  that  practically  every  job  was  vacated  and  filled 
at  least  annually,  when  likewise  the  labor  turn-over  would  be  100 
per  cent.    Such  figures  are  much  too  high,  but  they  are  not  infre- 
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quent.  They  likewise  are  expensive,  but  while  in  the  latter  case  the 
Goacern  in  question  would  bear  much  of  the  expense,  in  the  former 
it  is  more  largely  imposed  upon  the  community.  Working  men  or 
working  women  who,  through  no  fault  of  their  own,  are  deprived 
successively,  time  on  time,  of  the  opportunities  to  realize  their 
earning  capacities,  inevitably  suffer  impainnent  of  courage,  self- 
respect,  and  even  moral  fibre,  the  loss  of  which  falls  first  upon  the 
community,  but  eventually  upon  industry,  in  the  depreciation  in 
quality  and  spirit  of  the  labor  supply. 

It  is  extremely  difficult  to  know  what  can  be  done  to  remove  the 
seaaonal  element  in  employment  needs  in  the  majority  of  cases. 
On  the  other  hand,  much  would  be  gfuned  if,  by  analysis  and  com- 
parison, foremen  and  sub-managers  could  be  shown  the  futility 
and  financial  loss  of  the  lack  of  comprehension  which  allows  them 
to  discharge  carelessly  on  caprice,  or  for  the  maintenance  of  that 
perverted  sense  of  discipline  which  they  phrase  as  "  keeping  the  fear 
of  God  in  the  hearts  of  their  people." 

There  is  so  much  advantage  in  having  employees  who  know 
the  ways  and  routines  of  a  concern  that  it  would  seem  that,  except 
where  dismissals  are  for  sufficient  cause,  those  sufTering  them  would 
be  preferred  applicants  for  portions  elsewhere  in  the  company  call- 
ing for  like  grade  of  ability.  It  is  not  often  so,  nevertheless,  except 
where  a  well-established  employment  office  or  ita  equivalent  exists. 
All  too  frequently,  a  reduction  of  work  in  one  department  of  a  large 
manufacturing  plant  will  send  workers  out  under  dismissal,  while 
some  other  department  of  the  same  plant  is  seeking  additional  help. 

A  rule  which  has  been  established  in  some  lai^e  plants,  and 
which  has  worked  advantageously,  is  that  no  department  can  dis- 
charge an  individual  from  the  company's  employ;  it  can  only  dis- 
miss from  its  own  work.  In  effect,  this  subjects  the  case  to  review 
of  some  higher  official  who  holds  the  power  of  final  discharge,  gives 
the  employment  office  a  chance  to  utilize  the  experienced  employee 
elsewhere,  if  of  proved  capacity,  and  acts  as  a  healthy  check  on  the 
impulsive  high-handedness  of  certfun  types  of  foremen  and  sub- 
managers.  Another  rule  which  works  to  somewhat  the  same  effect 
is  to  require  advance  notices  to  be  filed  with  the  employment  office 
concerning  projected  dismissals,  together  with  the  reasons  therefor. 

Other  statistics  which  will  interest  the  progressive  employer 
may  be  compiled,  showing  the  degree  of  permanency  of  the  labor 
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force — thus,  the  percentages  showing  what  proportion  of  the  total 
enrollment  has  been  employed  Less  than  a  year,  what  proportion  for 
between  one  and  two  years,  and  so  on.  Not  infrequently  it  will  be 
found  that  these  figures  reveal  employment  conditions  quite  apart 
from  the  theories  of  the  head  of  the  house  and  contrary  to  his  belief 
as  to  how  his  business  is  being  run.  A  manufacturer  employing 
about  four  thousand  men  told  me  recently  that  he  had  genuinely 
believed  that  a  targe  proportion  of  iiis  men  had  been  with  him  from 
ten  to  twenty  years,  only  to  find  from  such  a  etatistical  table  that 
50  per  cent  had  been  there  less  than  two  and  a  half  years. 

Incidentally,  it  may  be  suggested  that  some  of  the  easy  generali- 
zations which  have  been  made  from  time  to  time  in  regard  to  the 
lack  of  stability  of  workingmen  as  groups,  because  of  the  presence 
therein  of  so-called  "floaters,"  would  be  materially  altered  if  it 
could  be  known  to  what  extent  it  had  been  beyond  the  volition  of 
workmen  of  unquestioned  skill  to  remain  permanently  placed.  In 
general,  the  handling  of  dismissals  has  been  dictated  by  the  intelli- 
gence of  sub-executives  rather  than  by  the  intelligence  of  the  man- 
agement, and  there  has  been  no  supervision  from  above. 

The  functional! zed  employment  department  is  dependent,  for 
successful  accomplishment,  in  particularly  specific  ways  upon  the 
smoothness  with  which  its  work  can  be  made  to  articulate  with  other 
functionalized  departments,  such,  for  instance,  as  the  accounting 
department,  the  schedule  or  routing  department,  and  other  like 
ones.  It  must  rely  on  these  for  the  data  to  prove  much  of  its  own 
work,  and  in  turn  it  may  find  within  its  perspective  facts  highly 
important  to  them.  Through  the  large  number  of  its  interviews, 
it  should  come  to  have  an  unusually  comprehensive  knowledge  of 
current  rates  of  wages  for  establislied  grades  of  work.  It  ought, 
furthermore,  to  come  into  position  to  know  to  what  extent  the  law 
of  increasing  returns  will  apply  to  additional  rates  of  pay  established 
to  secure  superior  ability. 

It  is  probably  due  to  the  fact  that  the  attention  of  industrial 
leaders  has  been  fixed  in  the  past  so  intently  on  problems  of  power, 
plants,  and  machines  that  so  little  practical  recognition  has  been 
given  to  the  fact  that  the  most  efficient  worker,  even  at  conmderably 
increased  cost,  is  far  and  away  the  most  profitable.  The  most 
obvious  demonstration  of  this  exists  perhaps  in  the  case  of  a  shop 
filled  with  expensive  machinery  worldng  to  full  capacity,  yet  with 
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itfi  production  falling  behind  its  orders.  Would  there  be  any  hesi- 
tancy if  its  management  could  have  an  option  offered  between  added 
efficiency  and  enthusiasm  among  its  employees  that  would  increase 
its  potentiality  a  half  through  the  enrollment  of  its  labor  force  on 
the  basis  of  capability  to  earn  a  Largely  increased  wage,  and  the 
alternative  of  the  necessity  of  addii^;  50  per  cent  to  its  plant  and 
mechanical  equipment?  The  truth  is  that  seemingly  there  is  not 
yet  any  general  understanding  among  employers  that  a  high  gross 
payroll  does  not  necessarily  result  from  a  high  individual  wage,  or 
expressed  in  slightly  dlETerent  terms,  that  the  coat  per  unit  of  pro- 
duction may  be  larger  the  lower  the  rate  of  pay  to  the  individual 
worker. 

A  somewhat  analagous  principle  is  involved  in  the  matter  of 
workii^  hours  per  day.  The  old-time  practice  indicated  a  theory 
that  if  so  much  work  could  be  accomplished  by  s  working-week  of 
sixty  hours,  20  per  cent  more  could  be  accomplished  in  a  workii^ 
week  of  seventy-two  hours.  Reduce  these  figures  to  fifty  hours  a 
week  as  compared  to  sixty,  and  the  theory  does  not  seem  to  have 
been  ho  completely  discarded  even  now.  Yet  the  facts  are  available 
from  modern  investigations  of  the  physical  and  nervous  reactions 
from  fatigue,  lack  of  variety  incident  to  refinements  of  methods  in 
specialization,  and  want  of  time  for  recuperative  processes,  to  show 
that  up  to  some  definite  limit  actual  gross  production  may  increase 
under  reduction  of  hours;  or  that  up  to  some  other  limit  a  much 
larger  proportionate  production  per  hour  of  work  may  be  secured. 
Moreover,  these  arguments  have  been  proved  again  and  again  in 
the  actual  operations  of  progressive  companies. 

It  is  not  to  be  understood  that  the  employment  department 
does  have  or  should  have  final  authority  to  govern  these  policies. 
But  the  department  is  in  a  position  to  study  and  compile  data  regard- 
ing these  problems  as  very  few  other  departments  can;  and  either 
in  initiating  or  contributing  to  investigations  of  all  such  matters 
affectii^  the  human  relations,  it  has  opportimlty  for  rendering  the 
most  valuable  kind  of  stafiF  service  to  the  general  administration 
and  to  departments  associated  with  itself. 

Industrie  efficiency,  with  all  its  vital  importance,  is  yet  a 
means  to  an  end,  and  not  the  end  itself.  It  is  the  quality  or  manner 
by  which  a  highly  desirable  result  is  to  be  accomplished,  but  it  is 
not  the  result.    It  has  too  often  happened  that  an  earnest  advocate 
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of  efficient  methods  bas  become  bo  enpxMeed  in  the  technique  of 
hiB  profession  as  to  ignore  its  purpose,  to  the  consequent  detriment 
of  the  general  cause. 

So  it  may  be  too  easily  with  functionalized  employment  votIc. 
An  office  may  be  set  up  under  the  direction  of  a  master  of  system, 
which  in  its  operation  shall  be  a  modd  of  method.  Interviewing  of 
applicants  filling  out  of  skillfully  derieed  application  blanla  and  fil< 
ing  them,  and  creation  of  numberless  card  records  may  be  eo  con- 
ducted as  to  show  these  thii^  to  have  been  reduced  to  an  exact 
science,  and  yet  the  value  of  the  department  remain  problematical. 

Of  course,  no  effort  must  be  spared  to  have  the  ways  devised 
by  which  the  best  possible  candidates  shall  be  offered  and  chosen  for 
the  respective  kinds  of  work.  But  the  work  is  incomplete  if  it  stops 
here.  The  good  of  the  business  is  the  criterion  by  which  all  accom- 
plishment must  be  judged.  If  a  high  grade  of  labor  has  been  secured, 
the  company's  interests  demand  that  the  environment,  the  condi- 
tions and  the  opportunities  shall  be  made  such  as  to  hold  it.  The 
employment  department  cannot  omit  amy  legitimate  eEFort  to 
influence  policies  to  this  end.  It  must  work  h^pfully  and  under- 
standingly  with  other  departments,  without  pride  or  arrogance. 
But  it  must  work  unceasingly  with  clear  vimon  toward  the  goal 
of  making  its  distinct  contribution  to  the  company's  prosperity 
through  the  improved  human  relationships  which  it  may  help  to 
develop. 
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Bt  Metub  Bloohfteu), 
Director,  The  Vocational  Bureau,  Boatou,  Maagachuaetts. 

For  mora  tiian  three  yean  a  new  type  of  aasonAticm  dealing 
with  the  problems  of  hiring  and  developing  employees  has  been  at 
work  in  Boston.  During  1911,  the  Vocational  Bureau  of  Boston 
invited  fifty  men,  who  had  in  charge  the  hiring  of  employees  in 
large  shops  and  stores  of  ^e  city  and  vicinity,  to  oome  t<^ether  and 
consider  the  advisability  of  meeting  regularly.  As  a  result,  the 
Employment  Manners'  AsBOtnation  was  started. 

The  urns  of  this  association  are  described  as  follows  in  the 
constitution: 

To  discuBS  jvoblema  of  employees!  their  training  and  their  efficient^. 

To  compare  expniencee  which  shall  throw  li^t  on  the  f aihiru  and  Buooesses 
in  ooodooting  tbe  Mnptoymeot  dcfMrtment. 

To  invite  expcai«  or  other  persons  who  have  knowledge  of  the  bent  methods 
or  ei^erimKite  for  ascertaining  the  qualifications  of  employees,  and  providing  for 
their  advanoement. 

It  will  be  seen  that  tlie  aim  of  this  new  association  was  to 
provide  a  professional  medium  for  the  exchange  of  experiences  in  / 
a  field  where  little  interchange  of  ideas  had  taken  plaoe;  to  study 
the  human  problem  in  industry  on  the  basis  of  fsir  deaUng  with  the 
employee.  In  short,  there  was  a  conscious  effort  to  make  indus- 
trial practice  square  with  the  dictates  of  twentieth  century  en- 
lightenment. 

Since  the  starting  of  the  Boston  organization,  the  cities  of  New 
York  and  Philadelphia  have  f(H*med  similar  sodeties.  The  present  -^ 
indications  are  that  a  country-wide  extension  of  such  oi^anizations 
will  take  place,  because  the  idea  underlying  them  appears  to  be 
fundamental,  and  in  accord  with  the  aims  of  both  industry  and 
social  service. 

If  such  extension,  then,  of  employment  executives'  associations 
should  take  place,  the  time  is  opportune  to  consider  their  purposes, 
and  their  possible  contribution  to  right  industrial  relations.    Bear- 
ing in  mind  the  fact  that  the  ori|pnal  effort  for  such  type  of  associa- 
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tion  came  from  an  institution  whose  chief  aim  is  the  promotion  of 
opportunity,  the  trend  of  development  in  such  associationa  should 
be  along  the  line  of  enlightened  thinking  in  modem  industrial  or- 
/  ganisation.  If  their  growth  remain  true  to  the  initial  aims,  such 
associations  are  in  a  pocdtion  to  help  unravel  the  tangled  problems 
of  misemployment,  underemployment  and  unemployment,  and  the 
waste  of  htmian  capacity  in  general. 

When  everything  that  preeent-day  science  can  suggest  in  the 
way  of  improving  technical  efficiency  in  syatems  of  cost-keeping, 
equipment,  machinery  and  material  has  been  adopted,  the  biggest 
of  all  industrial  problems  still  remains  to  be  faced. 

This  is  the  problem  of  handling  men.  Every  thoughtful  em- 
J  ployer  knows  that  managing  employees,  sheeting,  assigning,  direct- 
ing, supervimng  and  developing  them,  is  the  one  phase  of  manage- 
ment which  is  most  difficult  and  complicated;  and  it  is  the  one 
problem  in  industry  which  has  in  the  past  had  least  consecutive 
thought  bestowed  upon  it.  Not  that  employers  have  been  unaware 
of  the  size  of  this  task.  Experiment  after  experiment  has  been 
tried  with  varying  results,  all  of  them  fuming  at  the  goal  of  welding 
the  working  force  into  a  stable,  dependable,  and  well-assimilated 
organization.    And  yet  such  organisation  is  rare  in  modem  industry. 

Figures  as  to  the  change  in  the  working  force  of  various  estab- 
lishments are  not  easy  to  obtun,  but  enough  are  at  hand  to  indicate 
an  enormous  leak^e  of  employees  each  year  in  the  average  store, 
factory,  and  other  places  of  employment.  Many  a  concern  emi^oys 
each  year  as  many  persons  as  its  total  payroll.  That  is,  there  is 
a  "tum-over"  of  employees  amoimting  to  one  hundred  per  cent. 
The  figures  rai^e  from  one-third  to  many  times  the  total  number 
of  employees.  How  many  employers  have  figured  out  just  what  it 
costs  in  dollars  and  cents  to  change  an  employee?  How  many  have 
estimated  the  cost  in  terms  of  organisation,  loyalty,  steadiness  and 
esprit? 

Obviously,  an  organization  cannot  be  held  together  with  ropes 
of  sand.  The  coming  and  going  of  employees  on  such  a  scale  as  the 
data  available  would  indicate  cannot  but  prove  a  diantegrating 
force,  a  foe  to  sound  oi^anization,  a  source  of  unceasing  mischief. 

Employers,  of  course,  appreciate  more  or  less  clearly  what  all 
this  means.  But  few,  however,  have  set  themselves  to  study  this 
problem  as  it  should  be  studied.    Some  have  with  unhappy  results 
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expected  miracle-workere  to  solve  this  problem,  and  have  toyed 
with  strange  empioymeat  Bchemes.  Some  employers  have  trusted 
to  sleightHjf-hand  performances  in  hiring  men  instead  of  dealing 
with  their  big  problem  in  the  way  they  deal  with  cfther  knotty 
problems.  If  to  psycholc^y  they  must  turn,  a  psychologist  and 
educator  tike  Prof.  E.  L.  Thomdike  of  Columbia,  for  example, 
could  have  shown  them  that  the  application  of  science  to  the  prob- 
lem of  handling  men  involved  loi%  and  painstaking,  not  to  say  ex- 
ceedingly laborious,  investigation.  There  is  no  royal  road  to  solving 
the  man-problem  in  industry.  But  there  are  ways,  intelUgent, 
common-sense  and  practically  understandable  ways,  of  setting  to 
work.  There  are  certain  principles  to  be  observed,  methods  to  be 
adopted  and  standards  to  be  muntained  in  dealing  with  the  question 
of  personnel,  and  adhering  to  these  can  alone  insure  a  reasonable 
degree  of  success.  In  any  event  the  waste  and  friction  now  involved 
in  the  average  treatment  of  the  hiring  problem  can  be  materially 
reduced. 

In  the  first  place,  the  proposition  must  be  firmly  grasped  that 
handling  employees  is  a  serious  business.  Not  everybody  can  or 
should  hire;  not  everybody  can  supervise  men.  But  it  is  to  the 
employment  department  of  the  establishment  that  we  must  look  for 
a  solution;  to  its  powers,  duties,  functions  and  place  in  the  scheme 
of  organization.  And  above  everything  else  we  must  look  to  the 
character,  training,  equipment  and  place  of  the  man  who  does  the 
hiring. 

It  is  at  this  point  that  thought  can  be  most  profitably  bestowed. 
A  new  conception  is  needed  of  the  functions  of  the  employment 
department,  and  the  qualifications  of  the  employment  superinten- 
dent. Not  every  concern  has  a  special  employment  department, 
although  the  large  establishments  are  giving  up  the  system  of  hiring 
by  department  heac^,  and  concentrating  the  selection  of  employees 
into  a  separate  division.  More  and  more  the  need  is  recognized  of 
fundjonalising  the  hirii^  and  handling  of  men.  Without  such 
specialized  treatment  of  this  problem  it  is  impossible  to  give  the 
matter  the  attention  which  it  requires.  Moreover,  the  power  to 
hire  and  discharge  extended  to  a  number  of  int^viduals  has  given 
rise  to  abuses  and  frictions  which  have  cost  the  employer  dearly. 
Nothing  is  more  fatal  to  sound  organization  than  such  power  with- 
out adequate  supervision.    Petty  executives  should  never  be  eo- 
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trusted  with  this  vital  fuQction.  Bight  relatioim  cannot  be  secured 
by  such  a  method.  Hiring  men  and  discharging  men  a^  aerious 
affurs.  Only  big  men  can  handle  matters  like  these.  Costly  ex- 
perience has  settled  this  proposition.  The  human  problem  calls  for 
its  solution  the  best  men  and  the  most  expert  consideration. 

"  This  indeed  is  a  moderate  statement.  To  pmnp  the  life-blood 
through  an  establishment — this  is  what  hirii^  men  really  means — 
is  no  triSing  matter.  The  quality  of  the  vorkii^  force  determines 
in  the  final  analysis  the  quality  of  the  oi^anization,  of  its  product, 
of  its  success.  Nowhere  is  this  fact  more  evident  than  in  the  or- 
ganizations which  sell  service;  for  example,  department  stores  and 
public  service  corporations.  The  point  of  contact  between  the 
business  and  the  customers  is  always  through  the  individual  em- 
ployee. The  medium  of  communication  is  that  very  individual. 
The  busings  is  summed  up  as  to  its  standards  by  this  outpost  in 
the  person  of  saleswoman,  tele^dione  operator,  or  car  conductor. 
Good  will  is  made  or  unmade  according  to  the  type  of  representa- 
tive. The  larger  the  organisation  the  more  the  units  of  contact. 
Business  may  be  essentially  impersonal,  but  it  is  highly  peraonal 
in  its  service  features.  The  teamster,  driver,  sten<^apher,  Soor 
manager,  claim  adjuster  and  scores  of  others  act  in  a  personal  sense 
and  with  individual  customers. 

Who  selects  these  people?  On  what  basis  are  they  selected? 
Is  it  all  guess-work?  Is  it  possible  to  standardize  the  work  of 
selection?  The  bu«nes8  man  who  has  not  already  asked  himself 
questions  such  as  these  will  do  so  before  long.  The  whole  drift  of 
the  time  is  in  the  direction  of  greater  attention  to  the  proper  selec- 
tion and  supervision  of  the  individual  worker.  It  is  no  longer  a  by- 
product of  other  responsibilities,  this  matter  of  choosing  help.  It 
is  no  longer  an  inferior  man's  job. 

-^  The  employment  function  is  so  important  to  good  organisation 
as  well  as  right  relations  that  the  hiring  office  must  be  looked  upon 
hereafter  as  one  of  the  big  departments  of  a  business.  Somewhere 
in  the  scheme  of  organization  provision  must  be  made  for  a  well- 
equipped  office  to  deal  with  the  many  problems  concerning 
personnel.  Only  throi^h  such  specialisation  can  the  solution  be 
approached.  In  the  first  place,  such  office  or  department  alone  cast 
deal  with  the  task  of  scientifically  organizing  the  source  of  supply  of 
hi^p.    To  depend  <hi  applicants  at  the  gate,  to  hang  out  a  want 
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riuQgle  or  to  advertise  through  want  colunma  or  the  medium  of  other 
employees  is  too  haphazard  a  method.  Raw  material  is  not  pro- 
cured in  this  way.  Scientific  purchasing  requires  a.  study  of  mar- 
kets, testing  out  of  material  and  figuring  of  conditions.  There  is 
here  no  higgling  and  blind  bargaining.  The  laboratory  is  frequently 
used  to  render  the  final  verdict  in  favor  or  against  a  certain  purchase. 
"^  Why  has  the  hirii^  of  men  been  permitted  to  go  on  with  less 
systematic  scrutiny?  One  reason  has  been  the  surplus,  the  labor 
reserve.  This  will  not  long  avul,  fint,  because  industrial  condi- 
luona  and  l^yslation  are  working  to  diminish,  if  not  to  wipe  out, 
the  excess  of  applicants  for  work  on  the  fringe  of  every  industry; 
and  second,  because  wise  bwiness  management  recognises  the  good 
sense  of  organimng  the  source  of  labor  supply. 

'  Source-organisation  assumes  various  forms.  In  the  case  of 
prospective  executives,  some  large  establishments  employ  "scouts," 
(not  unlike  those  of  major  baseball  leagues,  who  range  the  minor 
circuits  for  promising  players),  who  visit  periodically  the  coU^es 
and  other  institutions  and  discover  the  men  of  promise.  One  of 
the  leading  manufacturii^  companies  of  the  country  is  noted  for 
its  post-graduate  buanees  opportunities.  Indeed,  it  has  built  its 
entire  executive  force  praoticaUy  out  of  the  findings  of  its  Bcouts. 
Another  establishment  recruits  its  rank  and  file  from  a  careful  can- 
vass, a  block-by-blook,  and  house  to  house  viutation  of  n^ghboi^ 
hoods.  One  of  the  leadii^  department  stores  in  the  East  has  made 
speciiU  arrangement  with  the  high  schools  of  its  city  and  suburbs 
to  send  during  Saturdays  and  vacation  periods  boys  and  girls  for 
try-out  work.  They  ue  fairly  well-pud  during  the  probationary 
period.  When  they  have  finished  their  school  work,  positions  are 
awaiting  them,  based  on  the  obeervationa  and  the  records  of  the 
employment  department  which  is  charged  with  this  duty. 

The  source  of  supply,  then,  is  the  first  job  of  a  profierly  oi^n- 
iaed  employment  ofBce.  Ample  powers  are  given  such  offices  to 
reach  out  and  tap  the  best  reservoirs.  There  is  no  reliance  placed 
on  securing  a  competitor's  help.  The  aim  of  such  offices  is  to  de- 
velop its  own  material  from  the  raw.  Permanence  of  work  is 
secured  by  the  fact  that  fitness  for  the  work  required  is  carefully 
ascertained  in  advance.  Discharge  is  not  in  the  hands  of  a  variety 
of  sub-bosses.  Whim  and  prejudice  are  eliminated.  The  employ- 
ment office  aims  to  secure  help  that  will  find  it  worth  wtule  to  stay. 


d  by  Google 


126  The  Akmai^  of  the  Aubbican  Acadbut 

To  help  in  the  proper  apprusal  of  the  employee's  qualifications, 
the  office  keeps  complete  records,  reports,  observations  and  other 
data.  E&ch  employee  may  consult  the  file  belongii^  to  him.  Ss 
story  ia  on  file,  impersonal  as  a  barometer.  But  the  most  important 
record  of  all  at  the  start,  in  the  right  sort  of  hirii^  office,  is  that 
which  begins  with  the  apphcation  blank. 

As  one  studies  the  application  cards  of  various  concerns  the 
reason  for  misfits  becomes  dear.  So  little  analjrsis  of  the  work 
required  has  been  undertaken  that  we  have  practically  so  speci&car 
tions,  no  blueprints  of  job-requirementa  in  order  to  enable  an  ap- 
plicant to  measure  himself  against  the  actual  demands.  Hit-or-miss 
is  the  prev^ing  method.  Here  we  have  one  explanation  for  the 
labor  turnover.  The  hiring  office  properly  managed  knows  that  a 
well-devised  application  blank  is  one  of  its  first  tasks. 

Some  time  ago  the  application  blanks  of  fifty  leading  corpora- 
tions were  ccJlected.  If  one  out  aS  the  firm  names,  there  would 
be  dif&culty  in  locating  from  the  material  the  nature  of  the  buanees 
it  pertained  to.  The  blanks  showed  little  understanding  of  the 
specific  requirements  of  the  various  occupations.  There  was  littJe 
differentiation  in  the  questions  asked.  Employees  cannot  be  prop- 
erly selected  on  such  a  basis.  Each  establishment  must  work  out 
its  own  needs  and  demands  and  record  them  in  the  hiring  blank. 
No  convention^  forms  will  do,  unless  selection  be  wholly  ^ven  up. 

In  brief,  to  one  who  observes  the  current  practice  of  luring 
and  discharging  employees,  the  conclusion  comes  home  with  peculiar 
force  that  in  no  other  phase  of  management  is  there  so  much  un- 
intelligence,  recklessness  of  coBi  and  lack  of  imagination.  On  the 
other  hand,  in  the  right  organization  of  the  employment  scheme 
there  would  seem  to  be  endless  possibilities  of  genuine  service,  a 
service  not  posable  even  in  the  most  benevolent  of  welfare  projects. 

The  atuation  on  the  whole  suggests  the  need  of  recognizing  a 
new  profession  in  the  organization  of  industry — the  profession  of 
hiring  and  developing  men.  Executives  will  have  to  be  trained 
for  this  work  as  they  are  trained  for  other  important  responabilities. 
The  employment  manager,  the  executive  within  whose  duties  falls 
the  direction  of  the  personnel,  must  be  prepared  for  this  work  as 
for  a  genuine  profession.  The  handling  of  men  in  this  century  will 
call  for  unusud  preparation  in  the  way  of  uoderstanding^and  a 
spirit  of  justice. 
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THE  LASOft  TURN-OVEft  AND  TSE  HXJMANIZInG  OP 
INDUSTRY 

Bt    JfffiBPH    H.    WlLLTTB, 

Inetiuator  in  Indiutry,  Wh&rton  School,  Univenity  of  PenuBflTonu. 

While  the  social  and  economic  doctors  are  hdding  climes  over 
the  ilia  that  have  flowed  in  the  walce  of  the  iodustrial  revolution, 
some  attention  may  profitably  be  given  to  the  question  "Wherein 
will  industry  humanize  itself?"  While  we  are  pondering  over  the 
whereabouts  of  the  dividing  line  that  separates  those  industrial 
evils  which  can  only  be  eliminated  by  a  greater  degree  of  paternal- 
istic govOTument  regulation,  from  t^ose  other  evils  whose  eradica- 
tion is  so  profitable  that  it  can  safely  be  Irft  to  individual  initiative, 
it  may  be  worth  while  to  point  out  some  spheres  in  the  industrial 
field  where  more  eSdent  management  is  just  beginning  to  realize 
that  there  has  been  an  unsuspected  under-appreciation  of  the  human 
resources.  In  other  words,  this  article  will  attempt  to  point  out  at 
least  one  chief  field  where  management  is  cutting  down  its  own  net 
profits  by  its  f lulure  to  show  sufl^dent  con^deration  and  r^ard  for  its 
employees. 

To  some  extent  management  has  been  led  into  a  general 
under-appreciation  of  the  htmian  factors  by  the  development  of 
machinery  and  the  resultant  simplification  of  tasks.  Not  long  ago, 
I  heard  a  nation-wide  authority  os  the  subject  of  the  himian  side  of 
industrial  management,  draw  an  analogy  between  war  and  industry. 
In  war,  before  the  invention  of  gunpowder,  cannon,  etc.,  the  individ- 
ual in  battle  was  of  supreme  importance.  Victory  depended  upon 
the  strength  and  number  of  individual  fighters.  With  the  gradual 
"improvement"  of  our  implements  of  destruction,  from  the  days 
of  the  bow  and  arrow  to  the  present  seventy-five  millimeter  guns, 
the  individual,  as  the  winner  of  battles,  has  aeemedto  lose  importance. 
The  power  of  war  machines  came  to  accomplish  a  destruction  ap- 
parently beyond  the  efforts  of  dther  man-quantity  or  man-quality. 
However,  the  experience  of  the  present  war  has  shown  that,  while 
the  big  guns  can  knock  to  pieces  any  fortification,  there  are  relatively 
few  places  where  the  immense  guns  can  be  satisfactorily  mounted. 
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'Vntbout  control  of  these  porations,  the  big  gtma  are  of  little  value. 
Forthepoeeessionof  such  places  theinfantry  must  fight — man-power 
must  win.  The  unit  fighter  has  again  become  the  important  factor 
in  the  ultimate  victory.  The  importance  of  the  individual,  ap- 
parently hopelessly  dimmed  by  the  big  machines  of  destruction, 
agun  stands  out  as  in  the  days  of  the  bow  and  arrow. 

A  nmilar  swing  of  the  pendulum  is  to  be  noticed  in  industry. 
Big  business  after  the  first  rush  of  growing  big  and  using  big  machin- 
ery is  beginning  to  wonder  whether  industry  itself  may  not  have  tost 
something  by  its  blind  attention  to  the  machine  at  the  expense  of 
the  individual.  The  men  with  vidon,  who  lead  to  the  industrial 
world,  see  more  and  more  clearly  that  it  is  the  strength,  skill,  and 
willingness  to  cooperate  on  the  part  of  the  individual  worker  behind 
the  machine  that  determines  whether  we  shall  get  40  per  cent  or 
50  per  cent  or  90  per  cent  efficiency  out  of  our  imposing  equipment 
of  plant  and  machinery.  Industry  has  failed  to  make  use  of  ita 
human  assets. 

One  of  greatest  losses  of  human  resources  ia  in  the  exceEsive 
labor  turn-over.  By  labor  turn-over  is  meant  the  number  of  hirings 
and  filings  in  a  plant  and  the  relation  which  that  bears  in  a  year  to 
the  total  number  employed.  It  is  to  this  form  of  wastage  of  the 
human  resources  that  this  article  refers. 

The  waste  that  is  involved  in  the  excessive  amount  of  hirings 
and  firings  has  been  described  as  the  "  bi^est  waste  that  is  occurring 
today"  in  the  human  aideof  management.  One  Philadelphia  manu- 
facturer to  whom  I  wrote  sums  up  the  situation  by  saying,  "You 
have  absolutely  put  your  finger  on  the  sore  spot  in  manufacturing 
today."  One  authority  estimates  that  the  average  firm  takes  on 
each  year  as  many  new  hands  as  are  included  in  its  normal  working 
force — i.  e.,  it  has  a  hundred  per  cent  labor  tum-over.  The  beat 
large-scale  study  that  has  been  made  of  the  size  of  the  labor  tum- 
over  and  the  loss  that  is  thereby  involved,  has  been  made  among  a 
large  nimiber  of  employii^  concerns  in  the  United  States  and  Europe, 
by  Magnus  Alexander,  bead  of  the  traming  schools  of  the  Great 
Electric  Company.  Mr.  Alexander's  study,'  which  covered  firms 
employing  all  grades  of  labor,  shows  that  the  number  of  employees 
in  the  firms  considered,  increased  during  the  course  of  the  year  1912 
'See  addreas  delivered  before  National  Machine  Tool  Builder'B  Aasociatum, 
New  Yoric  City,  October  22,  19H. 
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only  8,128  (from  38,668  to  46,796).  Yet  the  records  show  that 
during  the  same  period  44,365  people  were  engaged,  indicating  that 
36,237  people  had  dropped  out  of  employment  during  the  year.  In 
other  words  about  five  and  one  half  times  as  many  people  had  to  be 
engaged  during  the  year  as  constituted  the  permanent  increase  of 
force  at  the  end  of  that  period.  Of  all  these  people  engaged,  73 
pet  cent  were  entirdy  new  employees. 

Allowing  for  vacancaes  due  to  death,  eickness  and  other  unavoid- 
able cauaes,  as  well  as  increases  in  the  force,  Mr.  Alexander  estimates 
the  number  of  necessary  hirings  to  be  at  least  22,140.  But,  "What 
should  be  sud,  however,  of  the  fact  that  22,225  were  engaged  above 
the  necessary  requirements?"  Basing  his  statement  on  approxi- 
mate figures  furnished  by  the  firms  under  investigation,  and  divid- 
ing the  workers  up  into  diff^^nt  groups,- Mr.  Alexander  estimates 
the  loss  incurred  by  these  firms,  through  the  unnecessary  hiring  of 
employees,  as  approximately  $775,000. 

A  study  of  a  representative  carpet  firm  in  the  Philadelphia 
textile  district  shows  similar  results.  Id  that  firm,  one-half  of 
all  the  persons  hired  in  the  period  from  1907  to  1915  remained 
lees  than  ten  weeks.  Seventy-four  per  cent  of  all  hired  remained 
less  than  one  year.  (See  Fig.  1.)  The  foreman  testified  that 
"hands  didn't  be^n  to  do  good  work  for  eight  weeks." 

More  »gnificant  than  the  actual  cost  of  high  labor  turn-over, 
is  the  fact  that  the  average  firm  has  no  definite  knowledge  of  this 
cost  and  even  very  little  appreciation  of  its  existence.  Firms  have 
frequently  assured  me,  with  some  show  of  pride,  that,  "while 
what  you  say  may  be  true  of  some  firms,  our  turn-over  does  not 
amount  to  over  10  or  15  per  cent."  Yet,  time  and  again,  investi- 
gation showed  that  the  actual  turn-over  in  these  firms  ranged  from 
50  to  100  or  even  200  per  cent.  The  lack  of  appreciation  of  this 
human-resource  leak  by  the  Philadelphia  carpet  firm  noted  above  is 
illustrated  by  the  fact  that  the  records  of  employment-duration  had 
never  been  compiled,  although  the  foreman  kept  a  record  of  the 
dates  on  which  individuals  entered  and  left  the  employ  of  the  firm. 
During  the  process  of  compiling  these  records,  the  foreman  mani- 
fested con^derable  interest;  and,  on  seeing  the  results,  remarked 
"Who'd  a'thougbt  it?"  Even  more  significant  of  the  under-ap- 
pieciation  of  the  size  and  coat  of  the  labor  turn-over,  are  the  results 
of  a  canvass  made  of  firms  on  twenty  squares  of  one  of  the  leading 
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Btreets  in  the  textile  district  of  FhiladelpIuEi.  This  caavass  showed 
that  of  the  twelve  firms  interviewed,  eleven  had  no  idea  or  record  of 
the  number  of  persons  hired  and  fired  during  the  year.  The 
twelfth  was  so  small  that  the  number  of  new  hiringe  during  the  year 
was  easy  to  remember. 

It  is  inevitable  that,  with  time  and  especially  as  a  result  of  the 
awakening  that  ia  taking  place  in  industrial  management,  ignorance 
and  disr^ard  of  this  waste  will  gradually  give  way  before  a  general 
enlightened  attack.  There  ia  no  question  but  that  it  can  be  re- 
duced if  the  serious  attention  of  employers  is  directed  towards  this 
problem.  The  experience  of  one  Philadelphia  firm  in  this  connec- 
tion is  significant.  In  1912  the  firm  was  running  with  a  force  of 
about  800,  and  during  the  year,  hired  799.  About  this  time  the 
firm  began  to  realize  the  seriousness  of  the  turn-over  problem  and 
to  make  a  definite  attack  on  it.  A  steady  reduction  of  the  labor 
turn-over  resulted  until,  in  1914,  althoi^  the  working  force  now 
numbered  1,000  employees,  only  186  persons  were  hired  during  the 
year.  In  other  words  the  turn-over  in  three  years  was  reduced 
from  100  to  19  per  cent. 

The  mere  reduction  of  labor  turn-over  is  fraught  with  the  most 
far-reaching  human  results.  A  50  per  cent  reduction  of  labor 
turn-over  would,  if  general,  diminish  by  half  the  flow  of  employees 
from  shop  to  shop;  would  diminish  by  half  the  frequency  of  the 
heartrending,  degenerating  hunt  for  a  job.  How  degenerating 
this  frequent  shift  from  job  to  job  is,  may  be  illustrated  by  the  caae 
that  was  told  me  of  a  man  who  was  forced,  through  unfortunate 
circumstances,  to  change  his  j  ob  eight  times  in  the  course  of  one  year. 
At  the  end  of  that  time  he  drifted  back  to  his  first  employer.  This 
employer  ascertained  that  his  efficiency  had  diminished  by  one- 
half  from  that  cause  alone.  A  50  per  cent  reduction  of  this  torrent 
of  labor  through  factories,  would  mean  a  longer  chance  to  acquire 
skill  in  one  job;  a  better  chance  for  the  development  of  a  personal 
relationship  between  employer  and  employee;  and  would  mean, 
finally,  that  the  labor  reserve  of  each  particular  industry  would 
be  reduced,  since  the  chance  for  the  casual  worker  would  be  less. 

Of  even  more  significance  than  the  mere  reduction  of  labor  turn- 
over, so  far  as  human  results  are  concerned,  ue  the  methods  by  which 
firms  are  attacking  the  labor  turn-over  leakage.  Broadly  speaking, 
if  employees  are  to  be  held  by  a  firm,  more  consideration  must  be 
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shown  them.  It  will  pay  the  employer  to  show  more  regard  for 
his  employees'  interests — &  fundEiniental  force  tow&rd  the  humanis- 
ing of  business.  This  regard  includes  a  wide  category  of  thii^,  all 
the  way  from  better  wages  to  inBuranoe  policies  and  Maxfield 
Parrish  pictures. 

From  among  this  wide  variety  of  deTicee,  the  four  following 
devices  are  selected  as  being  the  most  effective  in  reducing  labor 
turn-over  and  the  most  potent  for  obtaining  human  results: 

1.  Improvement  in  the  methods  of  hirii^  and  firing. 

2.  Improvement  in  the  methods  of  training  employees. 

3.  Reduction  of  fluctuations  in  employment. 

4.  Better  w^es. 

1.    The  Methods  o/  Hiring  and  Firing 

The  improved  method  of  hiring  and  firing  most  widely  recom- 
mended is  the  transfer  of  the  authority  in  part  or  in  whole  from  the 
foreman  to  a  functionalized  employment  department*  in  charge 
of  a  high  grade  man,  directly  responsible  to  the  heads  of  the  concern. 
Anyone  who  has  had  the  opportunity  to  inspect  at  dose  range  the 
duties  and  mental  caUbre  of  the  average  foreman,  must  at  once 
recognize  that  any  step  that  will  guarantee  more  inteUigent  super- 
vision of  the  relations  between  the  foreman  and  his  employees, 
especially  in  such  fundamentals  as  the  hiring  and  firing  of  help,  will 
work  toward  the  humanising  of  industry.  A  man  of  narrow  ex- 
perience and  narrower  mental  concepts,  this  man  usually  has  one 
thousand  and  one  other  duties  to  perform  so  that  the  hiring  of  help 
is  purely  an  incidental  thing.  The  result  is  that  the  job  and  the 
man  may  or  may  not  fit  each  other — to  the  mutual  injury  of  em- 
ployer and  employee.  An  extreme  illustration  of  the  result  of 
leaving  the  ultimate  power  of  hiring  with  the  foreman  may  be  found 
in  the  case  of  the  Philadelphia  textile  factory,  which  advertised  that 
on  a  certun  day  it  expected  to  take  on  a  number  of  weavers.  On 
the  morning  indicated,  a  large  crowd  of  applicants  had  assembled. 
When  the  doors  opened,  each  of  those  in  front  rushed  in  and  grabbed 
a  machine.    That  was  all  the  "choosing"  there  was, 

The  withdrawal  from  the  foremen  of  the  power  of  choosing  the 
new  help  means  that  the  firm  is  taking  more  responsibility  for  seeing 
that  the  square  p^  is  put  in  the  square  hole  so  that  it  is  better 
»  See  Mr.  Hopkin's  article  on  page  1 12  W  this  volume. 
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sfttiflfied  to  remain  there.  In  abort,  the  better  run  finna  are  appre- 
ciating that  a  man  in  a  miefit  job  meana  not  merely  a  diacouraged 
worker  and  perhaps  a  mis-epent  life  but  also  a  definite  money  loaa  to 
them.  Hence  many  firms  are  assuming  the  responmlHlity  for  in- 
telligent vocational  guiflance. 

The  average  foreman  is  just  as  incapable  of  human  and  efficient 
firing  aa  of  judicious  hiring.  The  foreman  usually  has  risen  from 
the  ranka  and  his  view  ia  correspondingly  narrow,  which  meana  that 
his  aense  of  juatice  is  apt  to  be  low  and  his  sense  of  prejudice  high. 
To  preserve  his  own  power,  he  ia  apt  to  retain  favorites,  and  fire 
good  men  becauae  he  sees  io  them  possible  rivala.  He  oft«n  feels 
that  he  has  to  fire  some  one  about  every  ao  often  to  keep  the  "Fear 
of  God  in  their  hearts. "  The  effort  to  establish  supervision  of  the 
foreman's  acta,  that  will  be  close  and  intelligent  enough  to  reduce 
effectively  the  excessive  firing,  will  necessarily  involve  a  aupervidon 
from  the  same  intelligent  source  of  all  the  personal  relations  of  the 
foreman  and  the  worker.  To  retdiee  the  humanising  gun  that  will 
result  from  bringing  the  greater  sympathy  and  brtuns  of  the  actual 
heads  closer  to  the  workers,  one  must  realize  that  a  surprisingly 
large  percentage  of  labor  difficulties  are  occasioned  solely  by  mis- 
understandings which  arise  from  the  arbitrary  acta  of  some  autocrat 
foreman,  and  not  by  any  fundamental  conflict  with  the  real  heads 
of  the  concern.  How  great  this  gain  is,  is  illustrated  by  a  few  cases, 
the  like  of  which  may  be  duplicated  in  thousands  from  our  industrial 
experience.  An  Ulinois  manufacturer  "became  aware  of  the  real 
facts  too  late  when  he  discovered  that  a  serious  strike  had  grown  out 
of  the  arbitrary  enforcement  by  a  foreman  of  a  useless  foreman-made 
rule  that  certain  three  doors  must  be  kept  closed. "  A  high  official 
of  one  of  the  largest  business  coocems  in  Fhiladdphia  once  said,  "  I 
have  seen  my  foremen  do  things  over  and  over  agsun  that  were 
absolutely  cruel. "  A  large  lace  manufacturer  told  the  secretary  of 
the  National  Lace  Weavers'  Association  tliat  he  had  more  strikes 
as  a  result  of  the  arbitrary  and  senseless  acts  of  foremen  than  from 
any  other  cause.  The  more  progreenve  firms  are  realising  that 
allowing  the  foreman,  way  down  the  fine,  to  formulate  the  hiring 
and  firing  policy  of  the  firm  is  poor  buaineas. 

Frt^resa  in  this  direction  is  only  just  beginning.  Even  the 
ezisting  funotionalixed  employment  bureaus  are  reoogniied  aa 
bang,  "underpaid,  under-nuumed,  under^ntelligeiuied,  and  onder- 
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equipped."  Among  the  great  majority  of  finns,  the  choosii^  of 
help  IB  still  in  the  entire  charge  of  the  foremen  of  departments.  In 
the  canvass  of  the  twelve  firms  lying  along  twenty  squares  of  one 
street  in  the  textile  district  <tf  Fhiladdphia,  raght  left  the  hiring  and 
firing  absolutely  to  the  foremen,  and  three  followed  the  same 
policy  with  sUght  supervinon  by  the  superintendent,  whenever  the 
foremen's  methods  should  appear  inefficient.  In  the  twelfth  con- 
cern, the  head  of  the  firm  did  the  hiring. 

S.     The  Methods  of  Training  Employees 

The  second  general  cause  for  an  unnecessarily  high  labor  turn- 
over is  the  general  lack  of  effective  training  systems.  With  the 
simplification  of  work  due  to  the  introduction  of  machinery,  we  have 
been  carried  away  by  the  apparent  lack  of  need  for  training.  In 
many,  if  not  a  majority  of  cases,  the  only  training  the  employee 
secures  is  the  chance  to  watch  some  one  else.  I  know  of  one  textile 
mill,  which  is  representative  of  many,  where  the  older  weavers  are 
g^ven  $1.00  a  month  extra  to  "train"  new  weavers.  Not  only  do 
accurate  costs  accounting  methods  point  out  that  such  a  ^rst^n 
means  low-grade  work,  spoiled  goods,  insufficient  WE^es,  and  re- 
duced output;  but  accurate  employment  statistics  show  that  the 
man  on  whom  no  effort  has  been  expended  to  make  him  fit  for  his 
job,  is  apt  to  be  dissatisfied  and,  therefore,  a  "rover."  Here  also 
high  labor  turn-over  is  causing  industry  to  adopt  devices  that  have 
a  broader  human  application  than  the  simple  reduction  of  labor 
turn-over. 

S.    RedtuHon  of  Fluduaiiona  in  Employment 

In  the  third  place,  a  sincere  effort  to  reduce  the  labor  turn-over 
involves  an  effort  to  make  the  productive  situation  of  a  plant  nni- 
form  or  as  nearly  uniform  as  possible  throughout  the  year,  because 
"part-time"  or  "time-off"  is  one  of  the  chief  forces  contributing 
to  a  high  labor  turn-over. 

To  the  worker,  unemployment  is  the  most  inhuman  charac- 
teristic of  industry.  What  famine  and  black  plague  were  to  the 
middle  f^es,  so  is  unemployment  to  the  modem  industrial  worid.* 
In  view  of  the  almost  total  lack  of  any  definite  knowledge  on  this 
subject,  the  figures  of  the  New  Jersey  State  Bureau  of  Statistics  of 
■  See  Miw  Van  Eleeok's  article  on  page  80  of  Qui  vohiina. 
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Labor  and  Indiutiy,  which  show  that  New  Jersey  plants  ran  at  74 
per  cent  of  normal  operating  capacity  in  the  prosperous  year  of  1912, 
may  be  taken  as  typical.  Sup^ciaJly,  unemployment  is  a  problem 
of  irregularity  in  productjos.  That  irregularity  in  production  ia 
parUy  a  question  of  distribution  and  partly  a  question  of  production. 
To  the  .eztoit  that  the  small  purchasing  power  of  those  who  spend, 
i.e.,  ^e  working  classes,  makes  it  take  four  days  to  use  what  we 
can  make  in  three  days,  unemployment  may  be  a  question  of  dis- 
tribution, of  underconsumption.  To  the  extent  that  this  irregularity 
in  production  is  due  to  seasons,  to  changes  in  style,  and  the  decadence 
of  certain  industries,  unemployment  is  a  question  of  production, 
of  man^ement.  Obviously  the  increase  of  enlightenment  in 
management  will  call  employers'  attention  more  definitely  to 
the  niany  losses  from  luemployment,  one  of  the  greatest  of  which  is 
the  disoiganisation  of  the  labor  force.  As  the  sense  of  this  and 
parallel  losses  spreads,  the  narrow  and  fatalistic  concept  of  the 
power  of  the  individual  manager  over  fluctuations  in  employment 
will  pass  away. 

The  future  attitude  of  employers  toward  the  question  of  the 
steadying  of  employment*  and  production  is  very  well  summed  up 
in  the  following  statement  by  a  well-known  firm  which  made  efforts 
in  that  direction : 

What  w«  have  ftooompliehed  in  the  direotioDof  leveling  the  curve  of  neaftonal 
work  hai  been  doae  obiefly  through  the  seUing  end. 

Our  busmeaa  m  jewelers'  boxes  used  to  be  exbwmely  diffioult  beoauee  prac- 
tioally  ftll  of  the  output  waa  made  to  order  and  woric  oould  seldom  be  ataTt«d  until 
tity  tx  June,  and  had  to  be  ocmipleted  well  before  Christmas.  Oui  factmry, 
therefore,  used  to  be  out  of  woric  from  the  middle  of  December  up  to  the  middle  of 
May,  and  bo  seriously  over-crowded  from  that  time  on  that  poor  servioe  was  fre- 
quently pveu  oiutomers  and  our  busiueas  considerably  damaged.  A  few  years 
ago  we  b^an  to  make  earnest  efforts  to  get  box  orders  in  earlier.  After  the  firat 
year  or  so  of  re-adjusting,  we  found  our  customne  mwa  than  willing  to  help  in  this 
work  so  that  today  the  majority  of  our  (wders  reach  us  betweeo  the  1st  of  January 
and  the  1st  of  June.  This  requires  faoihtiee  for  holding  the  goods  until  the  data 
desired  by  the  customer  for  shipping  and  of  courw  ties  up  capital,  but  we  are  able 
t«i  keep  experienced  workers  busy  the  year  through,  are  able  to  give  almost  perfect 
miMaxAioa  in  service  to  our  customers,  and  throu^  the  ctHtsequent  saving  and 
increased  husneas  the  oost  of  canying  the  goods  hss  been  covered  sevenl  times 


'See  Mr.  Cooke's  article  on  "Scientific  Management  as  a  Solution  of  theUn- 
employmefit  ProblMu,"  on  page  146  of  Utis  volume. 
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One  atrikiag  vOert  wbuA  wfliU  wtv  bc!yoiKL  QUI  BspectatKwa  WW  tfw  inipMv»- 
meat  ia  quality  of  our  ou^wt,  wbiob  uodor  the  old  Bystem  Buffered  mon  thui  we 
realiied  through  the  work  c^  untrained  handB  and  the  crowding  and  tbnia  of  the 
fallHeaaon. 

Our  line  o(  Quiatonaa  QMoi^tiee  haa  been  handM  in  th»  aama  tnanno-, 
though  an  eaaioFrobletnibeaauwDcae  of  then  loada  an  made  to  MdCT.  Dedtps 
for  Ghriatmaa  1915  weia  nboamt  in  July,  1914,  than  af^roved  and  laid  ouiaa  te  the 
way  they  should  be  put  up,  etc.,  so  that  the  aampte  run  could  be  ready  by  Uanh, 
191G.  The  goods  are  then  sold  for  fall  delivery  and  Uie  stock  manufactured  dmiog 
the  fim  (di  months  of  the  year. 

We  have  found  it  posnble  onoe  or  twioe  to  add  to  our  line  an  item  or  two  that 
could  be  made  to  fill  in  a  ^p  in  ragular  employioeat;  for  nample,  we  jMnAund 
Chrstmaa  cards  printed  wiUi  ateel  die  in  OEdn  to  keep  oiu  difrftinting  cnw  at 
work  during  a  alack  three  mtmtha. 

Again,  we  have  made  good  progress  by  subetituting  stock  items  for  specials. 
For  example,  certain  goods  of  a  sttmdard  type,  oidered  periodically  by  our  sake 
md,  were  manufaetuted  q>ecial  as  the  oaUs  came  in — sometimee  in  dull  times,  but 
mon  tflen  during  a  rush  period.  By  seleotiBg  certain  lines  and  manufaeturiag 
a  sufficient  stock  during  the  dull  mootha  the  situation  has  been  greatly  rebeved. 

The  containers  which  are  uaedfor  our  marohandise  were  formo'ly  made  fay  us 
at  different  intervals,  but  under  the  new  plan  the  entire  quantity  u  manufaotured 
during  the  first  three  months  of  the  year.  Mai^  other  moves  of  this  sort  tend 
toward  further  relief . 

Our  praUema  are  undoubtedly  easier  than  thoM  of  siHae  otltar  induatnaa; 
howvrar,  we  feel  from  our  SKpaMnoe  that  if  the  advaatagea  of  r^ulahaing  am- 
pk^ment  became  appreciated  by  ^e  empkiyer,  scene  possible  steps  will  suggeat 
themselves  and  these  will  in  turn  further  stqM  so  that  ctmsiderable  impiove- 
DMBt,  if  not  a  big  cisa,  can  be  affected. 

4.     Better  Waget 

It  does  not  seem  possble  to  avoid  the  ooneluaon  that  <Hte  of  the 
advantages  necessarily  resulting  from  the  reduction  of  labor  turn- 
over,  will  be  that  of  better  annual  remuneratioD.  If  this  does  not 
Gome  about  through  better  rates  of  pay,  it  will  come  through  the 
greater  efficiewiy  of  workers  who  result  from  the  better  training 
Byfltems;  and  through  the  steadier  employment  that  will  result  from 
the  attack  oh  the  regular  fluctuations  of  employment.  It  is  worth 
while  to  point  out  that  one  of  the  devices  used  by  the  Philadelphia 
firm,  who  reduced  its  tuin-over  in  three  years  from.  100  to  IS  per  cent, 
was  a  sU^tV  higher  scale  of  waaes. 

These  are  the  chief  internal  organization  methods  used  by 
individual  firms  to  reduce  excessive  labor  turn-over.  Outude  of 
then-  internal  oi^anization  there  is  plenty  of  evidence  that  a  oair 
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attitude  towards  labor  problems  is  coming  about  as  the  labor  turn- 
over education  spreads.  One  of  the  most  pregnant  of  these  bite  of 
evidence  is  the  formation  in  Boston,  New  York  and  Philadelphia  of 
associations  of  employers  for  the  discussion  and  interchange  of  ex- 
periences regarding  employment  problems.'  One  of  the  primary 
problems  confronting  these  associations,  in  fact,  the  one  which  in 
some  cases  furnished  the  potent  argument  for  the  formation  of  such 
an  association,  was  the  problem  of  labor  turn-over. 

Another  evidence  of  this  mgnifioant  t^idency  in  modem  in- 
dustry is  to  be  found  in  the  work  of  Robert  G.  Valentine,  of  Boston,* 
Mr.  Valentine  makes  for  industrial  and  commercial  plante  a  "  human 
audit"  that  is  comparable  in  every  way  to  the  physical  and  finandal 
"audits"  made  by  the  majority  of  firms.  These  audits  show  count- 
less ways  by  whidi  firms  are  incompletely  realising  on  their  human 
assets  through  sheer  obtuseness  in  management,  largely  the  result 
of  an  incomplete  knowledge  ^d  analysis  of  the  actual  facts  within 
their  own  plant. 

How  far  these  tendencies  will  carry  us  in  the  humanieing  of 
industry,  we  cannot  say.  They  may,  however,  be  sufficient  for 
justifying  more  optimism  than  is  at  times  felt. 

•Bee  Mr.  Btoomfield's  article  on  "The  New  Profeeaion  of  Handling  Men," 
on  psge  121  of  thia  volume. 

■  See  article  "The  Human  Audit"  in  Harper's  Weekly,  July  17, 1916. 
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A  NATIONAL  SYSTEM  OF  LABOR  EXCHANGES  IN  ITS        i 
RELATION  TO  INDUSTRIAL  EFFICIENCY  ' 

Br  John  B.  Andbbwb, 
Secretwy,  Am^oon  Asmclation  for  Labor  Legulation. 

"No  one  can  today  predict  what  the  condition  of  tbe  Idbat 
market  will  be  at  the  conclusion  of  peace,  how  and  within  what 
period  the  Sooding  back  of  the  soldiers  to  the  workshops  will  be 
effected,  what  branches  of  industry  will  adapt  themselves  to  the 
transition  from  war  orders  to  peace  orders  most  quickly  and  in  the 
most  extensive  manner,  and  what  rfile  the  influence  of  the  seasons 
and  the  condition  of  foreign  commerce  will  play  therein."     This         ' 
was  the  calm  statement  made  when  in  February,  1915,  six  months 
after  the  outbreak  of  the  world  war,  a  national  conference  of  tech- 
nical and  employment  experts  met  in  Berlin,   Germany.     "The 
development  by  law  of  free  employment  offices  is  a  problem  for  the 
solution  of  which  measures  must  be  taken  even  before  the  end  of  the 
war,"  was  the  declaration  of  all  discerning  men  in  technical  circles        I 
in  Germany  as  well  as  among  those  engaged  in  the  administration 
of  employment  offices.     "These  measures,   too,"  it  was  agreed,         I 
"should  be  taken  as  soon  as  possible  in  order  that  Germany  may  be        | 
better  prepared  for  the  violent  fluctuations  in  the  labor  market 
which  will  occur  at  the  termination  of  the  war."  | 

It  was  admitted  that  employment  offices  will  properly  fulfill 
their  task  only  when  they  connect  the  demand  with  tbe  supply  in 
tbe  entire  labor  market.  In  addition  to  this  most  important  task 
it  was  agreed  that  they  must  create  a  basis  for  a  reliable  permanent 
census  of  the  unemployed  and  must  serve  as  a  means  of  control  of 
and  as  an  auxiliary  organization  to  a  system  of  unemployment 
insurance.  Moreover,  the  local  organizations  must  be  combined 
into  district  federations,  and  these,  again,  must  be  connected  with 
a  national  central  organization.  And  such  an  organization,  it  was 
declared,  will  make  it  possible  to  know  the  changing  demand  in  the 
labor  mu'ket  and  "  to  direct  the  shiftily  of  the  working  forces  which 
in  our  present  economic  system  has  become  a  necessity. " 

The  hasty  reader  might  infer  from  this  that  Germany  has  just 
138 
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been  awakened  to  the  need  of  public  employment  offices.  But,  on 
the  contrary,  no  other  country  has  had  wider  experience  with  these 
institutions.  No  less  than  323  local  labor  exchanges  were  in  opera- 
tion undo*  public  auspicea  in  Germany  at  the  outbreak  of  the  war. 
The  importance  of  the  work  was  clearly  recognized.  To  this  con- 
ference in  Berlin  came  representatives  from  the  Imperial  Department 
of  the  Interior,  the  Imperial  Statistical  Office,  the  Central  Organiza- 
tion for  Public  Welfare  Work,  the  Bureau  for  Social  Politics,  as 
well  as  the  presidents  of  about  forty  central  federations  affiliated 
with  the  General  Conmiittee  of  the  Trade  Unions,  and  many 
employment  office  officials.  All  differences  of  opinion  were  set 
aside  in  order  to  achieve  the  great  goal  common  to  all,  "the  legal 
regulation  and  development  on  a  large  scale  of  the  procuring  of 
employment  on  the  basis  of  self  administratton,  under  legal  super- 
vision, of  all  employment  offices  without  exception."  In  other 
words,  Germany  reci^nized  the  necessity  of  welding  together  into 
&  ru^onal  system  her  scattered  local  labor  exchanges,  and  the  above 
principles  for  legal  regulation  proposed  by  the  German  Section  of 
the  International  Association  for  Labor  Legislation  were  uuiuu- 
mously  adopted.  "For  the  first  time  in  many  years,"  says  the 
editor  of  Sotiale  Praxis,  "the  entire  German  organized  labor 
world  is  here  seen  united  and  harmonious  in  favor  of  a  great  funda- 
mental social  reform,  the  successful  fulfillment  of  which  ia  in  the 
highest  interest  of  the  public  weal  and  is  even  a  necessity  in  the 
interest  of  the  welfare  of  the  Empire  and  of  the  federal  states. "  * 

Great  Britain,  after  a  careful  investigation  of  employment 
bureaus  in  other  countries,  established  her  national  system  of  labor 
exchanges  five  years  ago.  Before  the  outbreak  of  the  war  there 
were  in  operation  430  local  bureaus  of  the  British  system  staffed 
by  full  time  officers,  with  which  were  connected  1,066  local  i^ncies 
for  the  administration  of  unemployment  insurance. 

As  the  following  table  indicates,  the  number  of  applications  for 
emplc^ment,  the  number  of  vacancies  notified  by  employers,  and 
the  number  of  vacancies  filled,  have  gone  almost  steadily  upward 
since  the  system  was  put  in  operation. 

>  Soziaie  Praxu,  Vol.  XXIV,  Nob.  3)  and  22. 
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OriBAnom  or  BitmaH  Labor  Exckakois,  bt  Sficdtbd  Moirm 


MobUi 

:isx 

^issr 

126,119 
142,382 
178,817 
209,901 
222,201 
213,404 

47,811 
72,060 
98,802 
99,080 
137,908 

37,711 

55  650 

March,  1913.    .                               ... 

68,783 

90,188 

Tbe  following  table  shows  the  usefulness  of  the  exchanges  for  the 
first  five  years  of  their  existence: 

Opbratiohb  of  BsnuH  Labor  Excbanobs,  by  Yiabb 


Veu- 

A^^ 

^^dto 

^^Kf 

1,690,017 
2,010,113 
2,423,213 
2,739,480 
3,261,646 

468,943 

886,242 

1,286,206 

1,158,391 

1,425,174 

374,313 

719,043 

1,051,861 

1911. 

1,076,676 

'  Eleven  mooths. 

The  percentage  in  1914  of  vacancies  filled  to  vacancies  notified 
s  76  per  cent. 

Both  Germany  and  Great  Britain,  then,  have  made  defimte 
a  toward  the  organization  of  their  labor  markets  on  a  national 
basis.    What  is  the  «tuation  in  America? 

It  is  apparent  to  any  one  who  knows  anything  about  the  sub- 
ject that  our  labor  market  in  the  United  States  is  unorganized,  even 
in  ordinary  times,  and  that  there  is  a  tremendous  waate  of  time  and 
energy  in  the  irregular  and  haphazard  employment  of  workers.  It 
is  this  very  great  Bodal  waste  which  we  are  just  beginning  to  appre- 
ciate,  but  every  method  for  overcoming  it  so  far  tried  in  America 
has  been  painfully  inadequate. 
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The  first  and  simplest  method  of  brin^pug  workmen  and  irork 
together  is  by  unsystematic  individual  search.  A  man  not  recom- 
mended for  a  position  by  a  relative  or  friend  often  follows  the  easiest 
course,  that  which  involves  the  least  immediate  expenditure  of 
money  and  thought.  He  starts  from  home  and  drops  in  at  every 
sign  of  "Help  Wanted." 

"Help  Wanted,"  scrawled  on  a  piece  of  cardboard,  is  the 
symbol  of  ineffidency  in  the  organization  of  the  labor  market.  The 
haphazard  practice  of  tramping  the  streets  in  search  of  it  is  no 
method  at  all.  It  assures  success  neither  to  the  idle  worker  in  his 
search  for  work,  nor  to  the  employer  in  his  search  for  labor.  On  the 
contrary,  by  ita  very  lack  of  system,  it  needlessly  swells  the  tide  of 
unemployment,  and  through  the  footweary,  discouraging  tramping 
which  it  necessitates  often  leads  to  vagrancy  and  to  crime. 

It  is  impossible  to  reckon  the  cost  to  the  community  of  this 
methodlese  method.  Beyond  the  tremendous  waste  of  time,  there 
is  the  waste  incurred  by  putting  men  into  the  wrong  jobs.  The  law 
of  chance  decrees  that,  under  such  lack  of  care,  misfits  must  be  the 
rule;  and  society  now  permits  the  daily  process  of  attempting  to  fit 
a  round  peg  into  a  square  hole. 

A  second  common  method  of  connecting  employer  and  employee 
is  throu^  the  medium  of  advertising.  About  2,000  newspapers 
published  in  New  York  State  cany  every  yew  some  800,000  columns 
of  "Help  Wanted"  and  "Situation  Wanted"  advertimng,  at  a  cost 
to  employers  and  employees  estimated  at  $20,000,000 — an  expendi- 
ture of  about  S5  for  every  worker  in  the  state.  If  the  money  spent 
brought  commensurate  results,  there  would  be  less  ground  for  com- 
plaint. But  at  present  an  employer  advertises  for  help  in  several 
papers,  because  all  the  workers  do  not  read  the  same  paper.  The 
employee  lists  the  positions  advertised,  and  then  starts  on  the  day's 
tramp.  At  one  gate  fifty  or  a  hundred  men  may  be  waiting  for  a 
single  job,  while  in  other  places  a  hundred  employers  may  be  w^ting, 
each  for  a  single  employee.  Unnecessary  duplication  of  work  and 
expense  by  both  parties  is  apparent.  In  addition  to  the  expense, 
newspaper  advertising  also  possesses  inherent  possibilities  of  fraud — 
210  formal  complaints  of  this  particular  sort  have  been  investigated 
by  the  New  York  City  Commissioner  of  Licenses  in  one  year.  It  is 
difficult  for  the  newspaper,  even  if  it  always  tries,  to  detect  misrepre- 
sentations, and  misrepresentation  breeds  distrust.    The  victimized 
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employee  very  rarely  Beeks  legal  redreBS.  Either  he  is  ignorant  of 
his  righta,  or  the  game  ie  not  worth  the  candle  to  a  man  who  owns  but 
one  property,  labor,  upon  the  continuous  sale  of  which  he  is  de- 
pendent for  existence. 

Philanthropic  employment  bureaus  fail  munly  because  of  the 
taint  of  charity  which  justly  or  unjustly  chnga  to  them,  and  have 
become  for  the  most  part  merely  bureaus  for  placing  the  handi- 
capped. Self-reliant  workmen  are  inclined  to  shun  such  f^encies, 
and  employers  do  not  generally  apply  there  for  efficient  labor. 
Ohargii^  small  fees  or  none  at  all,  these  offices  are  unable  to  com- 
pete with  the  more  active  private  agencies  which  spend  large  sums 
of  money  developii^  clienteles  among  employers  and  employees. 
Trade  union  "day  rooms"  and  offices  mEuntained  by  employers' 
associations  have  to  contend  with  mutual  distrust,  while  their 
benefits  are  at  best  limited  to  one  trade  or  industry. 

Private  employment  agents,  doing  business  for  profit,  have 
sprung  up  in  large  centers,  no  fewer  than  800  of  them  being  licensed 
in  New  York  City  alone.  While  many  of  these  operate  with  a 
reasonable  degree  of  efficiency,  their  general  character  is  pictur- 
esquely if  not  elegantly  indicated  by  their  soubriquet,  "  employment 
shark."  In  the  year  ending  May  1,  1913,  the  Commismoner  of 
Licenses  of  the  City  of  New  York  reported  the  investigation  of  1,932 
complaints  against  roistered  employment  ^ents,  resulting  in  nine 
convictions,  the  refunding  of  more  than  $3,000  to  Tictimized  appli- 
cants and  the  revocation  of  thirteen  licenses.  Among  the  worst 
evils  laid  at  the  door  of  the  private  ^eacies  are  charging  extortionate 
fees,  "  splitting  fees  "  with  employers  who  after  a  f ew  days  dischai^ 
a  workman  to  make  way  for  a  new  applicant  with  a  new  fee,  collu- 
sion with  immoral  resorts,  sending  apphcants  to  places  where  there 
is  no  work,  and  general  misrepresentation  of  conditions. 

Public  employment  bureaus,  designed  partly  as  an  offset  to  the 
abuses  of  the  private  agencies,  date  in  America  from  1890,  when 
Ohio  authorized  the  first  state  system.  Today  there  are  between 
seventy  and  eighty  such  bureaus,  maintained  by  twenty-three 
states  and  by  a  dozen  or  more  municipalities.  These  offices  (mth 
one  backward  exception)  charge  no  fee,  maintEun  a  neutral  attitude 
in  time  of  labor  disturbances,  and  fill  positions,  according  to  the 
official  reports,  at  a  cost  ranging  from  four  cents  to  two  dollars 
apiece.     In  Wisconsin,  where  there  are  four  state  exchanges  well 
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organized  on  the  ni(»t  approved  lines,  the  cost  in  1911  was  about 
thirty-five  cents  per  position  filled.  In  Illinoia,  during  the  twelve 
years  1900-1911,  there  were  589,084  applications  for  employment, 
599,510  applications  for  workers  and  512,424  positions  filled. 
Illinois  now  appropriates  over  S50,000  a  year  for  direct  support  of 
its  state  labor  exchanges,  of  which  eight  have  already  been  estab- 
lished. Illinois,  in  1915,  in  reorganizing  its  public  employment 
exchanges,  specifically  provided  for  cofiperation  with  employers 
with  a  view  to  encoura^ng  regularization  of  industry. 

Notwithstandii^  the  work  of  a  few,  these  public  bureaus  are 
still  far  from  fumishii^  an  adequate  medium  for  the  exchange  of 
information  on  opportunities  for  employment.  Fewer  than  half 
the  states  are  represented.  Many  of  the  managers  are  political 
place-holders  of  worse  than  mediocre  attainments.  Soiae  of  the 
offices  exist  only  on  paper.  A  uniform  method  of  record-keeping  has 
yet  to  be  adopted.  Statistics  are  non-comparable,  and  frequently 
unreliable  if  not  wholly  valueless.*  There  is  practically  no  inter- 
change of  information  between  various  offices  in  a  state  or  between 
titatea.  In  short,  workmen  are  still  undergoing  want,  hardship  and 
discouragement  even  though  often  within  eaay  reach  of  the  work 
which  would  support  them,  if  they  knew  where  to  find  it. 

Nor  does  the  evil  end  there.  Every  one  who  has  studied  the 
problem  realizes  that  method  and  system  in  putting  men  and  oppor- 
tunities for  work  in  touch  with  each  other  will  not  of  themselves 
prevent  over-supply  of  labor  or  of  jobs.  They  will  do  so  no  more 
than  the  cotton  exchange  guards  agtunst  an  over-  or  an  under- 
BUpply  of  cotton.  They  will  serve  merely  as  levelers  in  th^  scales  of 
labor  supply  and  labor  demand.  Besides  the  unemployment  which 
is  due  to  the  failure  of  men  and  jobs  to  find  each  other,  there  is 
much  due  to  other  causes  which  even  the  best  system  of  employment 
exchanges  would  not  directly  eliminate. 

But  every  one  realizes  that  these  other  causes  of  unemploy- 
ment cannot  be  successfully  attacked  without  a  basis  in  compre- 
hensive, conscientioiisly  collected  information  such  as  cannot  be 
furnished  by  our  present  machinery  for  dealing  with  the  problem. 
Under  present  methods  thwe  exists  no  automatic,  cmnulative  means 
for  collecting  the  facts.  That  results,  of  course,  in  exaggerated 
■Mr.  Solon  De  Leon  fumishee  an  Admirable  And  imshinK  ana^eia  of  exiatjng 
Btatisti<!a,  in  the  Am*ncitn  Labor  LtgitUUion  Rtoint  for  May,  1914. 
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statements  in  both  directioiia.  Our  paucity  of  infonnation  on  this 
complex  and  vital  question  tias  continued,  even  thoi^h  labor  prob- 
lems in  one  form  or  another  have  taken  the  lead  aa  subjects  for 
legislation.  Without  a  nation-wide  system  of  labor  excbai^es,  no 
basis  can  exist  for  anticipating  in  an  accurate  manner  the  ebbs  and 
flows  of  the  demand  for  labor.  Without  concentration  of  the  in- 
formation now  collected  and  now  held  separately  in  thousands  of 
separate  organizations  throughout  the  land,  the  possibility  of  looking 
into  the  future,  or  of  profiting  by  the  past,  is  out  of  the  question. 

It  was  a  growing  realization  of  the  foregoing  facts  which  in- 
evitably led  to  the  demand  for  a  federal  system  of  public  employ- 
ment bureaus.  Such  a  system  would  cover  the  whole  country. 
Without  superseding  either  the  state  or  the  municipal  exchangee 
already  in  existence,  it  would  supplement  and  assist  the  work  at 
both,  dovetailing  them  with  its  own  orgauzation  into  an  efficient 
whole.  Country-wide  cooperation  and  exchange  of  infonnation 
would  then  be  an  accomplished  fact  instead  of  merely  a  hope.  Sta- 
tistics for  the  study  of  unemployment  and  for  the  pn^ressive  de- 
velopment of  new  tactics  in  the  camp»gD  against  it  would  be  co- 
extensive with  the  national  boundaries  and  comparable  between 
different  parts  of  the  nation.  The  regulation  of  private  agencies 
would  be  a  natural  function  of  the  federal  bureaus,  and  the  trouble- 
some "interstate"  problem  would  be  solved  by  an  interstate  remedy. 
Finally,  the  greater  resources  at  the  dispose  of  the  feder^  govern- 
ment would  provide  better  facilities  for  carryit^  on  the  work  than 
the  states  could  provide,  and  would  command  the  services  of  more 
able  social  engineers  than  are  found  in  most  of  the  state  exchanges 
at  present. 

The  lack  of  cooperation,  the  failure  to  interchange  information' 
of  vital  importance  to  workmen  and  employees,  is  one  of  the  sad 
features  of  the  public  employment  bureau  situation  at  the  present 
time.  Here  is  a  great  field  for  the  staadardisii^  activities  of  a 
federal  bureau.  The  scattered  public  agencies  must  be  brought 
into  full  cooperation  with  the  federal  system  and  with  one  another. 
Information  of  industrial  opportunities  must  no  longer  be  locked 
within  the  four  walls  of  each  office,  but  must  flow  fredy  to  other 
offices  and  to  other  states.  In  the  hands  of  the  proposed  federal 
bureau  more  than  in  any  other  agency  lies  the  opportunity  of  bring- 
ing order  out  of  the  present  chaos.    It  could  devise,  in  codperataon 
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with  public  employment  officials,  a  standard  record  syatem,  en- 
courage ita  adoption  by  the  various  agencies,  and  assist  them  in 
installing  it.  It  could  encourage  the  adoption  of  a  uniform  method 
of  doing  business  and  of  appraisit^  resulte. 

The  suggestion  of  a  national  system  of  public  employment 
offices  for  this,  perhaps  the  most  highly  developed  industrial  nation 
of  the  world,  comes  not  as  an  untried  notion,  but  as  a  workable, 
proved  poasibility. 

Several  bills,  looking  to  the  establishment  for  the  United  States 
of  a  federal  system  of  labor  exchat^^,  were  introduced  in  Congress 
in  1914.  Action  was  deferred  to  permit  the  federal  Industrial 
Relations  Commbsion,  which  publicly  announced  that  it  had  begun 
work  upon  the  problem,  to  brii^  in  a  bill  of  its  own.  But  the  federal 
commission  failed  to  do  so  at  that  or  at  the  succveding  session  of 
Congress.  Meanwhile,  under  limited  powers  and  in  response  to  the 
growing  public  demand,  the  Department  of  Labor,  in  codperation 
with  the  Department  of  Agriculture  and  the  postal  authorities,  has 
^tended  its  work  and  established  the  beginnings  of  a  federal  labor 
exchange  system  with  branches  in  various  cities  through  the 
country.  But  this  development  is  admittedly  inadequate.  If  the 
United  States  is  to  compare  favorably  with  Germany  and  Gr^a^ 
Britun  in  efforts  to  increase  industrial  efficiency  t^rougk^h^^e^b- 
Usbment  of  a  national  system  of  lab^r  exctten^,  the  importance 
of  the  work  must  be  apgroi^ately  recognized  by  Congress. 
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SCIENTIFIC  MANAGEMENT  AS  A  SOLUTION  OF  THE 
UNEMPLOYMENT  PROBLEM 

Bt  Morris  Llewslltn  Cookb, 
Director,  Department  of  Public  Worki,  Philade^hia. 

Thomas  Carlyle  in  his  Ijsiltir  Day  Probletna  has  said  that  "the 
'Organisatioii  of  Labor'  is  the  universal  vita!  Problem  of  the  world." 
This  seems  to  summarize  my  interest  in  scientific  management. 
I  believe  that  through  a  genuine  science  of  management  we  are 
going  to  get  more  of  what  Mr.  Carlyle  had  in  mind  by  "  organisation" 
than  by  any  other  grouping  of  industrial  mechanisms  or  by  any 
other  system  of  industrial  philosophy. 

Management,  of  course,  must  be  both  efficient  and  scientific. 
But  it  must  be  democratic  as  well — ultimately  every  party  at 
interest  must  have  a  fair  share  in  its  conduct.  Just  as  surely  it 
must  be  built  essentially  out  of  cooperation  and  not  out  of  strife  and 
loss.  And  more  important  than  all,  the  principles  upon  which  it  rests 
must  be  grounded  so  deep  in  eternal  justice  and  the  fear  of  God  as 
to  afford  a  basis  for  an  ever-expanding  idealism. 

It  is  not  necessary  for  me  to  argue  that  imemployment  as  ft 
social  evil  is  not  only  always  with  ub  but  is  always  widespread. 
It  has  been  responsibly  estimated  that  the  average  annual  periods 
of  unemployment  are  for  instance:  25  per  cent  in  the  textile  indus- 
tries, as  high  as  40  per  cent  in  the  building  trades,  6  to  12  weeks  in 
the  shoe  industry  and  20  to  30  per  cent  amoi^  those  engaged  in 
printing  and  binding. 

A  telling  picture  of  the  concrete  results  of  unemployment  in 
the  lives  of  men  and  women  is  given  in  a  letter  from  Miss  Mary 
Van  Kleeck  of  the  Seige  Foundation.  The  story  of  Rose,  the  litUe 
Italian,  who  earns  her  living  making  artificial  Sowers,  and  who  bad 
worked  so  many  places  she  could  not  even  remember  the  names, 
makes  one  eager  to  help  to  bring  science  to  the  orderii^  of  this 
haphazard  industrial  regime.  For  weeks  at  a  time  Rose  had  no 
work  when  she  needed  it  most.  This  happened  ^ain  and  again — 
each  time  apparently  for  a  different  reason.  Iler  ups  and  downs 
149 
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were  without  regard  to  the  normal  labor  demand  and  in  no  way 
occasioned  by  her  own  efficiency  or  inefficiency. 

We  did  not  need  Rose's  testimony  that  "I  am  awfully  scared 
they  will  lay  me  off.  The  worry  makes  my  head  ache  so  I  cannot 
sleep  nights"  to  know  that  the  "fear  of  unemployment"  is  one  of 
the  worst— if  not  the  worst— burdens  carried  by  the  working  classes, 
and  doubtless  a  very  potent  influence  towards  national  inefficiency. 

This  industrial  disturbance  which  we  broadly  characterize  as 
unemployment  is  brought  about  by  almost  numberless  different 
causes,  im[>ortant  and  trivial,  known  and  unknon'n,  operating  both 
at  home  and  abroad,  both  inside  and  outside  the  factory,  and  both 
regularly  and  spasmodically.  Any  effort  to  reduce  the  total  amount 
of  unemployment  whether  in  the  nation  as  a  whole  or  in  an  industry 
or  in  the  individual  factory  presupposes  an  analyain  in  which  the 
effects  of  the  several  operating  causes  are  clearly  isolated  for  indi- 
vidual attack. 

"Steady  employment"  can  be  made  very  largely  a  problem 
of  the  individual  employer.  It  is  true,  of  course,  that  the  ebb  and 
flow  of  immigration,  fluctuations  in  the  tariff,  general  trade  booms 
and  depressions,  and  such  world  cataclysms  as  the  present  war 
bring  about  unemployment.  But  my  theory  is  that  the  problem  of 
unemployment  is  a  problem  of  good  times  rather  than  of  bad  times 
and  that  say  90  per  cent  of  all  the  unemployment  which  makes  men 
and  women  suffer  and  which  demoralises  and  degrades  them  can 
be  eliminated  by  proper  organization  toilkin  our  factory  walls. 

A  good  many  manufacturers  work  on  the  theory  that  periods 
of  employment  or  unemployment  are  "wished  on"  ua  or  come 
largely  as  "Acts  of  God."  So  the  stroke  of  Ughtning  may  be  taken 
as  an  evidence  of  a  Divine  dispensation.  But  this  does  not  prevent 
us  from  erecting  lightning  rods  to  guide  this  power  back  to  Mother 
Earth  in  such  a  way  that  no  harm  is  done.  In  the  same  spirit 
scientific  management  takes  the  hopeful  view  as  to  these  interrup- 
tions in  employment.  We  say  that  unemployment  is  something 
that  must  be  reduced  to  a  minimum — ^yes,  removed  from  our  indus- 
trial system. 

Wilham  Ostwald,  the  great  German  scientist  and  philosopher, 
has  pointed  out  that  the  change  from  a  pseudo-science  to  a  real 
science  only  comes  when  we  be^n  to  use  the  knowledge  we  have 
as  to  the  present  and  the  past  to  build  a  future  which  we  then  proceed 
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to  make  eome  trae.  The  astronomer  bases  his  predictions  as  to  the 
future  on  the  race-Ioi^  accumulation  of  data.  But  in  doing  bo  he 
marks  out  the  progress  of  events  in  which  he  has  no  part  except 
that  of  the  observer.  In  the  science  of  industry,  however,  we  hu- 
muis  have  the  power — if  we  eao  get  that  point  of  view — to  write 
the  formula  for  the  future  according  as  we  see  what  will  be  for  the 
benefit  of  our  kind.  God  g^ve  us  the  light  then  to  see  this  future  in 
colon  as  glorious  to  the  many  as  the  past  has  been  glorious  for  the  few! 
The  principal  bar  to  any  large  accomplishment  in  this  field  is 
our  inherited  fondness  for  things  as  they  are.  Walter  Bagehot  has 
Bud,  "There  are  many  persons  to  whom  a  new  idea  gives  podtive 
pain."  In  another  place  he  has  pointed  out  how  honestly  we  have 
come  by  our  dislike  for  change.  Usage  he  describes  as  something 
which  antedates  law.  In  some  parts  of  China  even  today  land 
tenure  without  either  ownership  or  leases  is  the  rule.  The  ruler — 
call  him  emperor  or  president — theoretically  at  least,  owns  the  land 
as  well  as  the  people.  Of  what  use  is  a  lease  to  a  people  that  cannot 
read  and  that  is  without  taw?  Usage  alone  gives  the  individual 
Chinaman  his  opportunity  to  till  a  certain  piece  of  soil  and  thus  to 
eke  out  his  subsistence.  In  a  community  like  that  even  the  tendency 
to  change  becomes  anti-social — a  crime.  If  I  were  a  Chinaman  so 
utuated  and  I  saw  one  of  my  neighbors  begin  to  tie  his  queue  in  a 
novel  way,  he  would  become  my  enemy  and  the  enemy  of  my  people. 
Could  I  be  assured  that  if  he  made  a  minor  change  in  this  matter 
he  might  not  change  his  ideas  as  to  more  important  matters?  Once 
recognize  the  possibility  of  change  in  one  individual  and  it  might 
become  conta^ous.  Then  the  fateful  day  eventually  might  come 
when  I  would  be  told  to  get  off  my  land — yes,  and  in  the  absence  of 
a  lease  and  of  law  there  would  be  nothing  to  do  but  to  get  off. 
And  this  is  only  a  picture  of  how  sodety  at  one  time  or  another 
everywhere  viewed  change  in  the  abstract.  Bagehot  has  pointea 
out  how  necessary  it  was  in  the  development  of  the  ideas  of  nation- 
ality and  community  action  t(a  the  race  to  pass  through  countless 
^es  in  which  change  was  taboo  in  order  that  we  might  acquire  the 
cohesiveness  necessary  for  progress.  So  we  all  come  honestly  by  our 
antipathy  to  change.  Therefore  we  can  afford  to  be  very  charitable 
to  those  who  have  difficulty  in  adjusting  themselves  to  any  new 
order.  Perhaps  we  may  today  justly  anticipate  that  progress 
among  us  will  involve  an  ever-increasing  rate  of  change. 
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The  crux  of  that  phase  of  the  imemployment  problem  which  I 
am  diflcuBsing  here  is  the  acceptance  on  the  part  of  the  employer 
of  the  reeponsibility  within  certain  definable  limits  to  keep  a  given 
number  of  men  and  women  steadily  occupied  and  at  regular  wanes. 
The  outcome  will  be  the  same  whether  the  employer  strives  for  this 
.  result  on  account  of  a  more  or  less  altruistic  interest  in  his  eMployees 
or  on  account  of  those  money-making  considerations  which  appear 
to  afford  ample  ai^ument  for  it  or  because  both  of  these  motives 
actuate  him. 

The  goal  for  a  given  establishment  is  a  definite  number  of 
employees  each  working  full  time — without  overtime — and  at 
maximum  wages  and  with  no  changes  in  the  personnel.  This  100 
per  cent  result  is  not  possible  of  achievement  but  is  a  good  standard 
with  which  to  compare  such  results  as  are  attained. 

Every  industrial  establishment  should  theoretically  at  least 
give  itself  a  rating  as  to  the  Dumber  of  men  and  women  it  employs. 
This  figure  will  change  from  time  to  time  and  in  a  successful  plant 
will  constantly  tend  to  go  up.  But  neither  additions  nor  subtrac- 
tions from  this  number  should  be  made  without  more  thought  than 
is  usually  given  to  it.  After  an  industrial  establishment  has  decided 
to  make  conscious  effort  to  keep  a  full  staff  fully  employed,  to  add 
to  die  regular  number  of  employees  without  adequate  reason  may 
just  as  surely  operate  against  accomplishing  this  desired  result  as 
it  will  to  cut  down  the  staff. 

Agun,  employees  must  be  allowed  to  earn  full  time,  otherwise 
there  is  no  special  gain  through  keeping  the  full  complement  "em- 
ployed " — except  possibly  in  ihe  periods  of  greatest  general  depres- 
sion where  our  efforts  are  usually  reduced  to  keeping  the  industrial 
ship  afloat.  (It  has  always  been  the  custom  in  Philadelphia  to  lay 
off  for  the  three  winter  months  most  of  the  day  laborers  employed 
by  the  Bureau  of  Highways.  This  year  we  kept  them  on  even  though 
th^  could  make  only  three  days  a  week.  If  we  had  not  done  this 
most  of  these  men  would  have  been  compelled  to  go  to  the  Emer- 
gency Relief  for  aid.) 

Frequent  changes  in  personnel — even  when  the  total  number 
of  employees  remsins  fairly  stationsiy — is  one  cause  of  unemploy- 
ment and  constitutes  perhaps  the  worst  malady  of  American  indus- 
try. The  average  employer  in  this  country  hires  and  discharges  as 
many  men  in  a  year  as  he  employs.    When  I  first  heard  this  state- 
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ment  made  by  a  national  authority  on  the  subject,  Mr.  E.  M.  Hop- 
kins In  charge  of  the  Employment  Bureau  of  the  Curtis  PubliBhing 
Company,  it  seemed  to  be  an  exaggeration.  But  taken  the  coun^ 
over,  the  average  man  has  to  seek  a  new  job  once  a  year.  In  some 
trades  the  rate  of  change  is  even  higher.  J  am  informed  that  in  the 
clothing  industry  the  "hirings  and  firings"  run  from  150  to  250  per 
cent  of  the  total  number  employed.  A  wonderful  record  of  improve- 
ment in  the  matter  of  the  labor  turmoil  is  afforded  by  the  experience 
of  the  firm  of  Joseph  &  Feiss,  Cleveland,  Ohio,  during  the  last 
four  years: 


Pay  Toll  New  Hand»  Per  eenl 

1910 1,044              1,670  150 

1911 961                 807  85 

1912 887                 663  75 

1913 854                 569  66 

1914 825                 290  35 

Of  this  I  am  convinced  that  any  employer  will  be  surprued 
if  he  takes  the  trouble  to  get  definite  figures  so  as  to  see  how  many 
men  he  actually  put  on  in  any  one  year  in  comparison  with  the 
number  he  steadily  employed. 

This  very  frequency  with  which  the  average  American  changes 
hia  employer  seems  to  have  suggested  the  undue  importance  as 
mitigating  agencies  which  has  been  accorded  to  labor  exchanges- 
municipal,  state  and  federal.  We  need  such  exchanges  undoubtedly 
and  we  want  them  to  be  the  most  effective  in  the  world.  But  at 
best  they  represent  only  the  begintting  of  the  attack  on  the  problem. 

Again  the  statement  is  frequently  made  that  it  is  up  to  the 
government — federal,  state  and  municipal — to  provide  work  for 
the  unemployed,  especially  in  times  of  great  industrial  depression. 
Only  a  little  figuring  as  to  the  amounts  of  money  available  for  public 
improvements  will  convince  you  that  at  best  government  work  can 
only  be  used  to  ease  off  the  worst  of  the  distress  at  the  peak  of 
unemployment.  And  as  long  as  we  depend  upon  the  statistics 
furnished  by  labor  unions  and  the  charity  organization  societies, 
we  will  never  know  when  the  peak  occurs. 

Where  the  work  of  an  establishment  is  at  all  complex,  it  hardly 
ever  happens  that  we  have  for  each  employee  just  the  right  amount 
of  work  of  the  kind  he  or  she  is  best  qualified  to  perform — there  is 
apt  to  be  either  a  feast  or  a  famine.    Too  frequently  this  condition 
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is  allowed  to  cause  a  break  in  employment.  In  fact  this  is  probably 
the  principal  cause  of  lost  time  for  those  having  so-called  regular 
employment.  Under  scientific  management  this  great  cause  of 
economic  waste  can  be  cut  out^Iargely  through  teaching  employees 
how  to  do  more  than  one  thing  and  at  least  reasonably  well. 

Our  industrial  establishments  are  constantly  hiring  people 
ia  one  department  and  laying  them  off  in  another.  In  the  lower 
grades  this  can  be  much  reduced  simply  by  having  one  employing 
agency  for  the  entire  establishment.  In  the  more  skilled  operations 
a  planning  room  and  a  well-develop^  system  of  functional  fore- 
manshlp'  (the  foremen — or  some  of  them  acting  as  coaches  or 
teachers)  are  required  before  it  is  possible  to  teach  people  to  do  new 
thii^  quickly. 

In  front  of  a  large  clothing  house  in  Philadelphia  there  is  a 
bulletin  board  on  which  the  concern  is  constantly  making  known  its 
wants  as  to  workmen  and  workwomen.    It  recently  read: 

Ticket  sirla  Feller  Hands 

Seneis  Caovaa  Bastera 

Girla  Preeseis 

Edge  Bastera 

A  large  hosiery  plant  in  Kensington  has  the  following  signs  hai^ng 
in  the  doorway  ready  to  insert  in  the  "Help  Wanted"  sign: 
Examiners  Pairers  Girls 

Welters  Loopere  Winders 

Boarders  Folders  Knittera 

Menders  Toppen  Boys 

The  head  of  this  mill  was  recently  asked  whether  they  ever  used  an 
excess  of  one  kind  of  workers  to  do  temporarily  another  simpler 
grade  of  work  and  the  answer  was  "No."  I  am  not  familiar  with 
either  the  clothing  or  hosiery  industries  but  I  do  not  have  to  know 
much  about  them  to  know  that  establishments  advertising  in  this 
way  for  "help"  are  not  scientifically  managed — indeed  they  are 
pretty  helpless.  Obviously  all  the  operations  called  for  on  this 
schedule  are  so  simple  as  not  to  require  any  segregation  by  trades. 
Under  even  a  relatively  crude  type  of  factory  management  it  should 
be  poBfflble  to  teach  workpeople  of  average  ability  in  a  very  few 
days — if  not  in  a  very  few  hours — ^to  perform  any  of  these  operations. 
1  Fully  described  by  Mr.  Taylor  in  SItop  ManagtnmU  published  by  Harper 
Brothers. 
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To  advertue  tar  such  detailed  indosbrul  ability  is  really  ludicrous 
judged  by  the  every  day  aasamptioiiH  ai  scientific  management. 

M.  FreoiinTille,  a  distinguished  French  metallurgigt  and  manu- 
facturer, has  stated  that  the  most  remarkable  thing  he  had  seen  on 
a  recent  prolonged  visit  to  this  country  was  the  way  in  which  at  the 
Plimpton  Press,  Korwood,  Mass.,  the  management  had  taught  the 
women  workers  especially  to  do  two  and  three  different  operatjona 
in  addition  to  what  they  considered  thor  several  spedaliUes.  Mr. 
A.  E.  Barter,  Bupehntendent  of  this  plant,  wrote  to  me  Bom»time 
sgo  in  regard  to  this: 

Many  <rf  our  giris  know  bow  to  operate  three  differeat  machineB  and  are 
expert  at  one  ot  mote  of  the  manual  opentions,  auch  as  poating,  gathering,  hsnd- 
foldnig,  gold  laying,  etc.    ThAt  they  hare  this  knowledge  is  due  to  the  fact  that 


Firtl: 

Demonatoated  the  adTantage  both  to  the  firm  and  emptoj'ees  of  training 
wtnkera  to  do  more  than  one  kind  ol  work. 

Made  it  poaaible  to  select  employees  who  can  leun  to  do  the  different  kinda 
of  work  effictently. 


Fourth: 

Funuahed  an  incentive  for  the  worker,  lliia  incentive  may  be  either  financial 
or  the  opportunity  (or  advancement  or  both. 

With  these  selected  and  trained  worken,  with  a  nomuJ  amount  of  work,  our 
t^ular  employees  will  have  prscticaJly  no  lost  time  even  during  the  alack  aeaaon 
and  their  pay  should  average  from  20  per  cent  to  30  per  cent  more  than  under  the 
old  system.  Workers  properly  taught  soon  become  bonus  earners.  Having 
earned  bonus  on  one  kind  of  work  they  "get  the  habit"  and  when  put  at  other 
work  are  not  8atiB6ed  until  they  can  earn  bonus  on  the  new  job. 

The  tnuning  of  wt^keis  to  do  several  kinds  of  work  efficiently,  the  central 
control  of  the  work  and  good  routing  make  it  possible. 

A    To  do  a  certain  amount  of  work  with  fewer  employees. 

B    Reduce  cost. 

C    Give  workers  a  higher  wage. 

D    Qive  workers  more  steady  employment. 

E    What  is,  perhaps,  most  important  of  all,  it  stimulates  and  develops  the 

lliere  can  be  no  question  but  that  without  scientific  management  we  could 
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not  h&ve  trained  the  worken  to  da  the  different  kinds  of  work  and  thej'  would 
not  h&re  had  as  regular  empkiyment. 

A  convenient  mechanism  which  Basiats  in  this  work  in  on  expenM  charge 
symbol  which  we  call  "retainers."  In  case  we  bare  a  high-priced  employee  and 
give  >"'"'  "work  of  a  somewhat  lower  grade  than  that  which  he  is  accustomed  to 
perform,  our  ooet-keeping  system  permits  us  to  charge  the  excess  up  to  "retainers," 
which  latter  ia  then  spread  as  a  general  business  expense  orer  the  whole  product. 
We  use  the  same  accounting  device  for  taking  care  of  the  superannuated  employees 
who  are  no  longer  able  to  compete  in  the  matter  of  output  but  the  question  of 
whose  discharge  cannot  be  considered. 

In  Miea  Van  Eleeck'a  book  Women  in  the  Bookbinding  Trade 
is  given  a  Bchedule  of  advertiaementa  which  were  priated  in  the 
New  York  World  from  July  I,  1908  to  June  30,  1909,  a  period  of  one 
year,  in  which  thoae  in  charge  of  these  trades  in  New  York  City 
advertised  for  1,064  people.  Especially  interesting  is  the  fact  that 
they  advertised  for  26  forewomen.  During  this  same  year  I  doubt 
very  much  if  there  was  a  single  advertisement  for  help  placed  by 
any  concern  operating  under  anything  approximating  scientific 
management  and  I  am  quite  sure  that  during  the  entire  history  of 
the  movement  no  one  has  ever  advertised  for  a  foreman  or  a  fore- 
woman. Our  methods  are  so  different  that  those  trained  in  the 
school  of  thumb-rule  and  personal  opinion  make  very  poor  leaders 
in  an  establishment  where  scientifically  determined  facts  are  the 
guiding  stars.  Advertising  for  workpeople  is  usu^ly — almost 
invariably- — an  indication  of  poor  management. 

Among  the  other  causes  of  tmemployment  which  are  more  or 
less  directly  caused  by  the  individual  employer  (or  the  effect  of 
which  may  be  almost  fully  counteracted  by  the  efforts  of  the  indi- 
vidual employer)  some  of  course  operate  entirely  outside  the  factory 
such  as: 
1.     Seasonal  demand 

a.  Calendars  for  instance  are  usually  wanted  for  delivery  in 
December.  It  is  customary  largely  to  increase  the  finishing  room 
staff  beginning  late  in  the  summer.  Four  girls  put  on  for  one  month 
in  December  require  four  times  as  much  room  as  one  girl  put  on 
September  first  and  four  times  the  teaching.  A  minimum  of  plan- 
ning and  routing  on  this  class  of  work  has  proven  that  so  much  of  it 
can  be  done  during  the  late  spring,  summer,  and  early  fall,  that 
very  little  increase  in  the  force  is  absolutely  necessary. 

b.  Again  the  demand  for  shoes  is  very  largely  a  question  of 
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seasons.  Printed  aa  an  appendix  to  tbia  paper  is  a  verj  remarkable 
memorandum  prepared  for  me  by  a  splendidly  managed  shoe 
manufacturing  concern  doing  an  annual  bumness  of  somewhere 
around  $15,000,000  in  which  are  summaiized  the  results  of  ten  years 
of  study  of  the  unemployment  problem.  As  a  result  of  this  work 
they  have  more  than  one  plant  where  the  daily  output  has  not  varied , 
by  more  than  one  per  cent  ov»  a  period  of  several  years. 

e.  School  books  are  usually  required  in  late  August  and  Septem- 
ber. Under  sdentific  management  one  factory  has  worked  out 
arrangements  with  its  customers  and  planned  its  manufacturing  so 
that  nearly  all  overtime  in  the  so-called  "rush  season"  has  been  cot 
out.  Formerly  a  large  part  of  the  employees  worked  until  10  p.  m. 
during  the  six  hottest  weeks  of  the  year. 

2.  ItUermiMent  characUr  of  work 

a.  The  work  of  stevedores  incident  to  arrival  and  departure  of 
vessels.  In  work  of  this  kind  a  central  agency  acting  for  several 
different  com[>anie8  would  tend  to  lessen  the  necessary  periods  of 
unemplcryment — perhaps  to  almost  remove  them. 

b.  The  mftiling  of  monthly  publications  is  another  example  of 
this  class  of  work.  Our  largest  periodical  publishing  house  in 
Philadelphia  has  only  recently  put  a  stop  to  laying  off  ite  mailers 
once  a  month  by  finding  other  things  for  them  to  do  when  not  actu- 
ally engaged  in  mailing. 

3.  Rise  and  fall  in  demand  due  lo  changes  in  style 

a.  The  narrow  skirts  of  a  season  or  two  past  threw  thousands 
of  women  out  of  work.  From  the  standpoint  of  scientific  nmnage- 
ment  this  great  change  and  its  effect  upon  the  labor  situation  should 
have  been  foreseen,  and  something  planned  by  those  leading  this 
industrial  army  whereby  the  great  distress  caused  by  the  change 
could  have  been  avoided. 

b.  One  shoe  concern  miuntains  four  men  on  the  road  aU  the 
time, — salesmen  who  do  not  sell, — in  order  to  get  the  earliest  posm- 
ble  advice  as  to  changes  in  style  and  demand. 

4.  iTwentiona  of  new  machines 

a.  One  of  the  most  enlightened  labor  leaders  and  most  expert 
machine  type-setters  in  the  country  told  me  that  be  walked  the 
streets  for  nearly  a  year  after  the  invention  of  the  type-setting 
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machine,  peddling  groceries  and  not  always  making  tlO  a  week. 
This  was  before  someone  waked  up  to  the  fact  that  having  been  a 
good  hand  type-setter,  he  could  probably  be  taught  to  be  a  good 
linotype  operator. 

The  following  causes  operate  largely  within  the  industrial 
establishment  itself: 

1.  Carryittg  a  larger  nuTTiber  of  employees  on  the  payroU  than  are 
actttaUy  needed 
a.  In  the  Kensington  textile  district  of  Philadelphia  this  appears 
to  be  the  rule.  An  employer  having  a  mill  which  running  entirely 
full  might  require  500  hands  will  cury  say  450  on  the  payroll  but 
give  work  actually  to  400.  This  means  that  on  the  average  50  are 
kept  reporting  for  work  and  are  told  to  come  back  tomorrow  or  next 
week.  Since  the  most  valuable  hands  would  quit  if  they  were 
treated  this  way,  it  usually  happens  that  it  is  the  least  efiicient  and 
lowest  paid  men  who  get  the  unsteady  work,  thus  adding  to  their 
demoralisation.  I  am  informed  that  this  intermittence  of  employ- 
ment is  so  usual  that  in  this  district  it  has  had  the  effect  of  making 
hundreds  of  men  living  there  really  incapable  of  continuous  work. 
After  they  have  worked  "steady"  for  a  week  or  a  month  they  lay 
off  of  th«r  own  accord  because  they  can't  stand  the  strain.  In  other 
textile  mills  while  they  start  the  same  number  of  men  to  work  in  the 
morning  the  closing  hour  is  advanced  to  four  o'clock,  to  three  o'clock 
or  even  earlier,  according  to  the  amount  of  work  on  hand.  Of 
course  these  two  arrangements  are  essentially  the  same  and  in  the 
end  cause  the  same  amount  of  unemployment.  These  practices 
are  followed  in  good  times  and  bad.  The  Secretary  of  our  local 
Lace  Weavers'  Union  (one  of  the  most  reliable  labor  men  we  have 
met)  reports  that  part  time  employment  is  so  permanently  the  rule 
among  the  lace  mills,  that  in  his  opinion  the  average  lace  worker 
has  not  made  ten  weeks  on  full  time  in  the  last  five  years.  This  is, 
of  course,  in  large  measure  due  to  the  attempt  of  the  employers  to 
hold  as  lai^  a  labor  reserve  as  possible.  The  conditions  which  led 
up  to  the  Lawrence  strike  were  very  largely  the  same  except  tbat  in 
that  instance  it  was  a  whole  town  where  more  men  and  women  were 
housed  and  held  than  could  possibly  be  given  work  under  any  set 
of  conditions  which  might  reasonably  be  expected  to  occur.  Our 
wid&Kipen  immigration  policy  frequently  ipves  rise  to  the  same 
condition  on  a  natiooal  scale. 
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2.  Frtquent  changes  in  tiandard  pnd-udion,  according  to  volvme  t^ 

orders  in  sight 
a,  A  remarkable  iogtance  of  this  U  an  eastern  locomotive  build- 
ing concern  which  on  two  occasions  within  the  last  ten  years  has 
laid  off  more  than  75  per  cent  of  its  force  almost  over  ni^t.  On 
January  1,  1908,  this  concern  employed  over  16,000  men  and  ax 
weeks  later  had  less  than  8,000  working  half-time.  No  industrial 
community  can  absorb  such  pea^  of  labor  supply,  no  matter  how 
efficiently  it  may  be  organized.  I  never  understood  how  this  could 
occur  until  I  was  recently  told  that  for  years  this  concern  has 
r^ulated  the  number  of  its  employees  by  the  total  volume  of  bua- 
□ess  booked  so  many  weeks  ahead.  Running  a  manufacturing 
plant  of  the  size  of  this  one  is  too  big  a  job  for  such  simple  arith- 
metical rules.  Such  methods  smack  too  much  of  acquiescence  in 
what  is  handed  to  you — too  little  of  that  type  of  optimism  which  as 
President  Wilson  says  "makes  an  opportunity  out  of  every  lemon." 
Ad  army  of  19,000  men  has  a  right  to  demand  more  resourcefulness 
on  the  part  of  those  in  command.  The  time  will  come  when  public 
opinion  will  force  resignations  from  the  inefficient  leaders  of  an  in- 
dustrial army  just  as  it  does  from  those  who  fail  the  nation  in  mili- 
tary enterprisea. 

3.  Lack  of  balance  between  different  manufactunng  departments 

a.  This  is  altogether  a  problem  in  scientific  control  both  of 
selling  and  manufacturing. 

4.  Lack  of  stock 

a.  Mr.  Taylor  developed  fully  twenty  years  ago  what  has  Eonce 
become  the  standardised  and  furly  uniform  practice  of  dozens  of 
establishments  in  the  matter  of  purchasing,  receipt  and  stor^e  of 
materials.  Delf^  due  to  no  stock  or  the  wrong  stock  have  hem 
practically  elinunated. 

5.  Stodc  taking 

a.  I  am  constantly  hearing  of  concerns  in  all  parts  c^  the  coun- 
try which  stop  all  operation  to  take  an  inventory.  Moat  of  our 
Philadelphia  t«xtUe  mills  lose  from  one  to  two  weeks  a  year  taking 
stock.  One  lace  mill  is  now  shut  down  for  twelve  days  taking  stock. 
One  cannot  help  being  reminded  of  lanooln's  story  of  the  steamboat 
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which  had  to  stop  every  time  it  blew  its  whistle.    Stock  taking 
in  this  sense  should  be,  of  course,  a  thing  of  the  past. 

6.  Lay  off  because  employee  has  earned  more  trough  -piece  raie  than 
TeffidoT  weekly  wage 

a.  This  a  is  a  good  example  of  those  insidious  and  below  the 
surface  causes  of  unemployment,  of  which  there  are  many.  If 
Molly  Brown  happens  to  be  rated  as  a  nine  dollar  a  week  girl  and 
also  happens  by  Thursday  night  to  have  earned  $9.30  through  hav- 
ing what  are  called  "fat"  jobs,  she  is  frequently  laid  oS  by  the  fore- 
lady.  Or  if  the  necessities  of  the  work  allow  a  so-called  "S8  a  week 
gjrl"  to  earn  $16  in  one  week,  she  is  very  apt  to  be  told  to  stay  home 
the  next  week  so  that  for  the  two  weeks  she  will  average  her  regular 
wage.  This  is  the  means  frequently  taken  by  those  in  charge  to 
maintain  respect  for  inequitable  piece  rates.  I  have  never  known 
a  factory  using  piece  rates  where  this  device  in  some  form  is  not 
practiced.    The  only  reUef  is  a  scientifically  determined  wage  scale. 

Then  of  course  there  are  many  causes  of  unemployment  for 
which  the  employee  is  principally  or  altogether  responsible,  such  as: 

1.  Coming  in  late 

a.  By  issuing  late  slips  and  making  everyone  coming  in  late 
g^ve  a  full,  even  if  inadequate  reason,  this  can  be  gradually  cut  out. 
Raising  the  general  efficiency  of  the  individual  employee  has  a  bene- 
ficial effect. 

2.  JUness 

a.  High  wages  and  the  type  of  discipline  that  goes  with  scien- 
tific management  invariably  improve  the  health  standard.  A  regu- 
larly employed  shop  nurse  can  help  a  great  deal  in  this  matter. 
One  shoe  concern  some  years  ago  figured  the  total  expenses  of  its 
shop  nurse  at  67  cents  per  employee.  Concerns  too  small  to  have 
individual  shop  nurses  can  share  one,  each  paying  a  prorated  share 
of  the  expense.  Thus,  in  Walpole,  Mass.,  I  know  of  four  smaller 
concerns  which  hire  a  nurse  in  common. 

b.  A  "booze  fighter"  coming  in  on  Monday  and  about  9  a.  m. 
determining  that  the  factory  is  no  place  for  bun  can  usually  be  put 
back  to  work  by  the  nurse  after  a  good  dose  of  aromatic  spirits  of 
ammonia.    The  man  gets  his  wages,  his  family  is  spared  the  difr- 
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grace  of  hia  return  and  the  employer  keeps  his  machines  going. 
Again  an  employee  who  coughs  too  regularly  will  soon  hear  from 
the  nurse. 

3.  Home  amditions 

a.  A  good  social  worker  can  keep  many  men  at  work  by  straight- 
ening out  all  Borta  of  home  tangles,  which  through  her  experience 
she  is  able  to  handle  with  precision  and  efSciency. 

4.  IncompatibiUly  as  between  two  employees.     Sometimes  a  foreman 

is  concerned 

a.  The  establishment  of  an  employment  bm^au  in  charge  of 
all  "hiring  and  firing"  is  the  only  logical  solution  of  these  com- 
plexities. One  disciplinarian  for  the  entire  establishment  as  advo- 
vated  by  Mr.  Taylor  soon  does  away  with  the  necessity  for  much 
disciplining.  Captain  Benson,  just  made  the  operating  head  of 
the  U.  S.  Navy,  when  he  was  Commandant  of  the  Philadelphia 
Navy  Yard,  in^ted  that  the  case  of  every  man  who  voluntarily 
left  the  service  of  the  yard  should  be  investigated.  He  held  that 
it  was  almost  an  insult  to  have  a  man  willing  to  voluntarily  reljre 
from  the  service  of  Uncle  Sam.  Such  leavings  were  usually  the 
result  of  friction  or  mieunderstandinga. 

A  good  deal  of  money  may  be  required,  if  you  are  going  to  be 
able  to  really  make  an  impression  on  this  problem.  You  must  be 
ready  every  once  in  a  while  to  pay  for  spoiled  goods  (I  hear  some  one 
saying  "We  have  spoiled  goods  anyhow!")  because  obviously  if 
you  are  going  to  teach  people  to  do  new  things  they  are  not  going 
to  be  as  adept  when  they  start  as  they  will  be  a  little  later  on.  And  if 
you  are  goii^  to  fine  people  for  spoiled  work  while  you  are  teaching 
them  you  will  not  be  a  very  popular  teacher.  Again,  you  must 
be  ready  to  put  some  capital  into  Btoring  work  ahead.  This  is 
true  for  instance  in  the  printing  of  school  books  where  the  principal 
demand  even  for  standard  works  covers  only  a  few  weeks  in  the 
late  summer.  It  is  usually  cheaper  to  pay  a  little  interest  on  out- 
lays for  materials  and  labor  and  spread  out  the  work  and  thus  steady 
employment  than  it  is  to  have  everybody  working  feverishly — 
and  at  overtime  wages — at  the  peak  of  the  demand.  It  takes  money 
as  well  as  effort  to  hold  people  worth  holding.  But  if  you  are 
gqjng  to  make  a  "good  thing"  of  educating  people  in  your  plant, 
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you  must  hold  them  after  they  are  educated.  It  is  a  pretty  expeo- 
sive  game  to  teach  the  same  thing  over  and  over  to  different  people. 

This  fact  has  been  so  thoroi^bly  accepted  by  the  largest 
employers  in  and  around  Boston,  Mass.,  that  for  several  years  past 
they  have  been  supportii^  in  larger  and  larger  numbers  a  society 
which  has  for  its  object  the  study  of  the  problem  of  unemployment. 
Rec^itly  similar  organizations  hare  been  started  in  New  York 
and  Philadelphia. 

Perhaps  our  crude  methods  of  determmiug  costs  should  be 
referred  to  as  a  f{u:tor  in  this  unemployment  mtuation.  My  friend, 
Mr.  Henry  L.  Gantt,  one  of  the  very  ablest  of  the  exponents  of  scien- 
tific management,  has  recently  said  on  this  point :  "  In  the  past  it  has 
been  pretty  conmon  practice  to  make  the  product  of  a  factory 
at  a  portion  of  its  capacity  bear  the  whole  expense  of  the  factory." 
Mr.  Gantt  offers  the  theory  that  the  amount  of  expense  to  be  borne 
by  the  product  should  bear  the  same  ratio  to  the  total  normal 
operating  expense,  as  the  product  in  question  bears  to  the  normal 
product,  and  that  the  expense  of  maintaining  the  idle  portion  of 
the  plant  ready  to  run  is  a  business  expense  not  chargeable  to  the 
product  made.  As  he  says:  "This  latter  expense  is  really  a  deduc- 
tion from  profits,  and  shows  that  we  may  have  a  serious  loss  on 
account  of  having  too  much  plant,  as  well  as  on  account  of  not 
operating  our  plant  economically. "  If  it  was  possible  to  estimate, 
it  would  be  interesting  to  know  the  amount  of  idleness  which  might 
result  from  a  false  concept  such  as  that  which  Mr.  Gantt  is  combat- 
ing. Again,  general  trade  price  schedules  in  some  industries  and 
especially  in  some  localities  operate  so  as  to  produce  rather  than  di- 
minish unemployment. 

We  are  told  that  labor  unions  are  opposed  to  work-people 
being  taught  to  do  more  than  one  thing — or  i>erhaps  only  that  they 
discourage  it.  I  have  gone  into  this  with  a  number  of  labor  leaders 
and  I  am  sure  that  there  is  nothing  in  the  labor  union  attitude  which 
is  essentially  antagonistic  to  the  practice.  The  ground  for  this 
feeling  is  that  the  unions — perfectly  properly  it  seems  to  me — 
have  sought  to  guard  against  the  use  of  this  scheme  by  the  unscru- 
pulous to  lower  wages  permanently,  either  for  individuals  or  for 
groups. 

How  many  industrial  plants  with  which  you  are  acquainted 
keep  any  record  of  the  annual  earnings  of  employees?    Yet  this 
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is  the  one  vital  queatum  that  is  supposed  to  aoiniate  you  and  me 
almost  more  than  all  others  put  together.  Jt  seems  to  me  that 
any  proper  attitude  toward  the  individual  employee  will  almost 
ineyitably  lead  to  the  voluntary  and  at  least  tentative  eetabiisfa- 
ment  of  a  minimum  annual  compensation  for  each  worker.  If 
this  is  done  &  quarterly  report  as  to  wages  actually  earned — a 
quarterly  payroll  in  which  actual  eamiogs  for  the  period  are  con- 
trasted with  a  quarter  of  the  projected  annual  pay — will  be  a  con- 
venient  device.  The  use  (rf  such  an  employees''  record  card  is 
another  illustration  of  how  scientifio  management  does  everything 
in  its  power  to  avoid  herding  employees,  or  putting  them  sJl  on  the 
same  level;  on  the  contrary  we  try  to  individualize  them.  We  at- 
tempt at  least  to  establish  in  the  factory  the  relations  with  which 
we  are  happily  as  a  nation  so  familiar  in  the  home. 

One  of  the  most  efficient  safeguards  of  proper  conditions  in  a 
factory  is  publicity.  And  there  is  no  place  where  publicity  is 
needed  more  than  in  this  matter  of  the  payroll.  We  can  affoid  in 
America  to  pay  men  and  women  what  they  are  worth.  It  is  good 
bumnesB  to  do  this.  If  some  one  else  wuits  to  pay  any  one  of  them 
more  than  he  or  she  is  worth,  it  does  you  no  harm  to  fadlitate  it. 
Being  an  economically  unsound  practice,  it  does  not  happen  often. 
So  I  think  it  is  altogether  in  the  line  of  progress  that  some  conceme 
are  opening  their  payrolls  freely  to  those  who  may  have  a  proper 
interest  in  them.  The  fullest  possible  understandii^  in  these 
matters  tends  toward  industrial  stability. 

A  very  primitive  philosophy  of  salesmanship  seems  to  be  at 
the  bottom  of  a  good  deal  of  unemployment.  Of  genuine  vision 
as  to  finding  markets  and  distributing  product  we  have  had  almost 
none.  Mr.  Farrell  of  the  Steel  Corporation,  Mr.  Ford  of  auto- 
mobile fame,  and  the'  shoe  manufacturii^  concern  to  which  I  have 
before  referred  suggest  the  future.  The  selling  end  for  some  reason 
has  had  too  much  authority  in  most  concerns  as  compared  to  that 
given  to  the  manufacturing  end.  If  orders  so  accumulate  that 
normal  production  in  a  given  period  must  be  increased  by  half, 
the  selling  force  expects  the  manufacturii^  end  to  be  resourceful 
enough  to  cope  with  the  situation.  Almost  a  minimum  of  effort, 
however,  is  made  by  the  salesmen  of  most  establishments  to  bring 
in  orders  so  that  the  peaks  of  demimd  for  deliveries  are  evened  off 
and  manufacturing  thereby  assisted.    Salesmanship  has  too  fre- 
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quently  meant  only  selling  to  unwilling  buyers  or  securing  undue 
margins  of  pro6t.  No  great  bumness  of  course  can  be  built  on  such 
policies. 

Attention  should  also  be  called  to  the  fact  that  the  separation 
of  the  selling  and  monufactuhng  ends  of  a  bunness  makes  for  unem- 
ployment. Time  after  time,  Mr.  J.  H.  Willits  of  the  University  of 
Pennsylvania,  who  is  studying  this  unempl<^ment  problem  for  the 
City  of  Philadelphia,  has  been  told  by  textile  men  in  Philadelphia, 
"We  are  not  sellers,  we  are  the  manufacturers.  That's  enough  for 
one  concern."  So  long  as  the  manufacturer  is  content  to  ntand 
take  whatever  orders  are  handed  him  and  whenever  they  choose 
to  come,  he  is  disregarding  the  power  he  has  to  r^ularize  production 
by  regularizing  demand,  or  at  least  planning  ahead  against  known 
irregularities  in  demand,  so  that  production  at  least  shall  be  regular. 
Moreover,  where  the  manufacturer  has  placed  the  selling  all  in  the 
hands  of  one  agent,  that  agent  selling  the  goods  under  his  own 
brand,  not  the  manufacturer's,  comes  to  represent  his  entire  market. 
The  agent,  therefore,  dominates  the  manufacturer.  Agents  in 
this  position  "lay  down"  when  hard  times  appear.  As  a  result 
the  production  curves  of  firms  who  have  deeded  away  the  control 
of  thur  selling,  drop  much  more  quickly  when  hard  times  occur,  go 
down  farther  and  come  up  more  slowly. 

This  lost  control  of  the  Belling  contributes  to  irr^ular  employ- 
ment in  3ret  another  way.  Since  the  agent  sella  under  his  own  brand, 
not  the  manufacturer's  brand,  he  can,  without  inconvenience  to 
himself  divert  the  orders  that  he  is  giving  to  Manufacturer  A  to 
Manufacturer  B.  Manufacturer  A's  whole  trade  is  gone  and 
serious  unemployment  results  before  he  can  readjust  himself. 

The  manufacturer  who  "farms  out"  his  selling  does  not  have 
his  ear  to  the  ground.  He  is  slow  to  readjust  himself  to  changes 
in  demand.  For  example,  the  hosiery  market  in  the  last  five  years 
has  come  to  demand  leas  and  less  heavy  cotton  goods  and  more  and 
more  thin,  imitation  silk,  or  silk  goods.  The  manufacturers  who 
are  in  touch  with  the  market  recognize  this  as  a  permanent  change 
in  demand  and  have  adapted  themselves  to  it.  Many  who  deal 
through  selling  agents  are  still  making  thick  goods.  Unemploy- 
ment must  result  from  any  such  miscalculation  of  the  market. 

Especially  in  such  periods  oi  business  depresuon  as  those 
through  which  we  have  just  been  pasmng  the  average  salesman 
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becomes  almost  a  fatalist  and  really  asaiets  to  make  the  mtuation 
worse.  Perhaps  if  we  had  a  keener  sense  of  responsibility  to  keep 
our  people  employed  in  good  times  aa  well  as  bad,  we  might  hare 
keener  wits  to  bring  to  bear  on  the  problem  of  finding  things  for 
them  to  do.  Surely  the  growing  size  of  our  industrial  units  and 
the  widening  sphere  of  industrial  coSperation  suggest  a  great  field 
for  this  kind  of  industrial  adventure. 

Such  experience  as  I  have  had  suggests  definitely  that  a  decided 
business  advantage  accrues  to  those  who  pay  high  wages  and  pve 
continuous  employment.  To  make  such  policies  pay  dividends, 
however,  requires  men  not  only  leaders  with  brains  uid  vimon 
but  men  to  whom  effort  and  struggle  are  inseparable  factors  of  any 
successful  industrial  r^me. 

I  cannot  leave  you  however  with  the  impresdon  that  scientific 
management  would  lose  interest  in  these  measures  for  the  doing 
away  with  unemployment  even  if  they  did  not  promise  larger  and 
more  steady  profits.  In  the  long  run  these  measures  will  neither 
be  adopted  nor  rejected  on  conaderations  affecting  dividends  or 
wages,  but  on  the  one  eternal  question — are  they  founded  in  fair 
dealii^?  All  the  moves  on  the  industrial  chess  board  are  not 
dictated  by  money  considerations.  Even  the  so-called  "economic 
man"  Is  in  these  days  laying  on  some  human  qualities.  Indeed  we 
are  be^nning  to  realize  that  there  are  possibilitiea  for  romance 
even  in  our  factories.  And  both  the  employers  and  the  employed 
are  more  and  more  going  to  become  interested  in  this  quest  aa 
science  and  mutuality  of  interest  point  the  way. 

APPENDIX  A 


I.    Unxhploticsnt 
Remilting  from: 
A.  SeaaoDAl  dem&nd  for  product  iriiere  amployeee  ore  l«id  off  and  work 
on  ahort  time  for  a  oonsider&ble  period. 

Notes:  In  the  majority  of  ahoe  faotorks,  puticularly  in  the  luga 
shoe  oenters,  this  caiues  ahoe  woricert  to  be  unemployed  for  pwiodi 
ranging  from  eight  to  sixteen  weeks  per  annum;  in  aotae  cases  more  than 
this.  Many  of  Uie  employeea  are  laid  oS  entirely  but  mcwe  oftoi 
sie  obliged  to  work  on  tery  short  time  and  at  greatly  reduced  wageo. 
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How  Improved: 

1.  By  education  of  distributoTB  to  a  reaJisation  that  in  the  long  run 

this  lost  time  has  to  be  paid  for  in  the  product  and  by  getting 
their  cooperation  with  this  Company  by  working  on  monthly 
estimates,  put  in  at  the  beginning  of  the  season.  In  busy 
periods  Dustomers  who  order  above  their  previous  eetimatee  are 
cut  down  on  deliveries  in  favoT  of  customers  vhoee  eetimatea 
are  not  overrun.  Customers  are  not  held  strictly  to  mtoithly 
estimates,  but  failure  to  follow  them  is  regarded  as  a  aalee 
inoblem  and  is  freely  discussed. 

2.  By  the  manufacture  of  special  goods,  made  up  witlunit  orders 

and  sold  through  a  special  department  created  for  that  pur- 
pose. This  department  sells  goods  only  when  allotted  to  it  and 
sells  them  through  special  distributing  channels,  giving  special 
values  and  special  terms. 

3.  By  distributing  through  both  wholesale  and  large  retail  trade 

whose  deliveries  come  at  different  periods. 
B.  Frequent  changes  in  stmdard  daily    production  policy  of  factories, 
according  to  volume  of  orders  in  sight. 
Notes:    Many  factories  have  no  standard  daily  production  basts, 
but  change  frequently,  taking  on  or  laying  ofT  help  as  needed.    Roughfy 
eetimated,  this  causes  unHuployment  of  from  two  to  four  weeks  pw 
annum;  in  many  cases  much  more, 
flow  Improved: 

1.  By  adopting  and  holding  absolutely  to  a  uniform  standaid  daily 

production  basis  for  each  factory.  Many  of  our  factories  have 
run  for  periods  of  several  years,  putting  into  the  factory  each 
day  a  production  varying  not  over  one  per  cent. 

2.  When  orders  do  not  in  a  monthly  period  or  block  equal  the  factory 

capacity,  by  filling  in  with  special  stock  goods  in  small  quanti- 
ties, to  be  distributed  through  the  special  department  pre- 
viously mentioned.     (9ee  I-A-Item  3.) 

3.  When  goods  needed  to  fill  monthly  delivery  blocks  are  necsMary, 

by  asking  distributois  to  send  in  orders  on  staples  to  fill  short- 
ages. 

Lost  Tim  or  Euploteeb  THsoiiaH  Dailt  anu  Hooblt  iNTSSBUpnoNs 
Resulting  from: 
A.  Employees  coming  late;  lost  time  inconsideiable. 
How  Improved; 

1.  By  "In  Late  Pan  System,"  a  proper  investigation  by  foreman, 
and  discipline  where  needed. 
B-  Employee  going  out  or  being  laid  off  early,  due  to  lack  of  work  or  stock. 
(Estimates  lost  time  two  to  five  weeks.} 
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How  Improntd: 

1.  By  oigaiuiiiig  matorial  purchaaing  and  aupp^  Byatom,  baaed  on 

prenletemuiied  aheet  ayBtem,  which  givea  purchaamg  Dqart- 
meota  ample  tune  to  [Hiichaae  all  maUcial  to  exactly  meet 
daily  requirementa,  aad  to  know  abaolutely  wbea  gooda  mint 
be  deUWed  in  the  various  departmenta  to  meet  the  prodoct  in 
which  this  matdrial  will  be  needed. 

2.  By  adopting  a  pre-detemiiDed  atandan!  daily  produotion  »&d  by 

holding  rigidly  to  it,  foremen  an  enabled  to  oompute  accuratdy 
the  number  of  employeee  needed  on  each  job. 
S.  Fre-determination  of  employeee  needed  on  each  opaatim  ti 
facilitated  by  fact  that  all  woric  is  piece  woric,  baaed  on  stand- 
ard average  production  of  operatic^. 

C.  Loet  time  due  to  fluctuation  on  special  opentiona  or  in  speoial  depart- 
ments, due  to  variation  in  the  claas  of  product.    EatimaUd  loat 
time  on»4ialf  week.    Elstimate  ten  per  teat  of  employees  loat  Bve 
hours  a  week,  fifty  weeks  a  year,  equal  oneJialf  week. 
How  Improued: 

1.  By  ayetem  of  routing  work  into  factories,  not  only  unifmnly  in 
pairs  per  day,  but  also  uniformly  in  pairs  per  day  in  certain 
types  of  product,  such  as  Patent  Leather  Shoes,  Bluchen,  Tan 
Calf,ButtonBoota,  etc.  Where  production  on  these  items  vsiiN, 
whole  operations  or  departmenta  may  work  under  bsdly  fluc- 
tuating loads.  By  routing  such  typea  of  work  into  the  factor; 
at  a  uniform  rate  per  day  for  predetermined  periods  these 
operations  are  given  a  steady  production,  as  well  as  the  opcn- 
tions  through  which  the  total  production  paasea. 

There  are  numy  other  ways  eimilar  to  the  above  by  which  unemptoyment 
{^oblema  on  special  operations  or  departmenta  can  be  wholly  or  partially  solvni. 
By  keeping  constantly  in  mind  the  necessity  for  steady  employment  it  is  usual); 
possible  to  bring  about  good,  or  reasonably  good  conditions. 

To  secure  vacations  for  employees  the  entire  business  is  shut  down  for  the 
Fourth  of  July  week,  giving  employeee  on  opportunity  to  get  rested  just  before 
the  hot  weather. 

June  and  November  are  our  most  difficult  months.  We  former^  closed  four 
days  in  June  and  four  days  in  Novembw  for  stock  taking.  This  was  discoo- 
tinued  several  years  ago.  £xcept  for  this  inventoiy  period  there  have  been  only 
one  or  two  eeoaons  in  ten  yeare  when  factories  have  been  closed,  and  then  only  foe 
one- to  four-day  periods. 
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Bt  Waio-bb  B.  Palukb, 
SpeciftI  Agent,  TTnited  States  Butmu  of  Foneign  and  Domestio  Commeroe. 

The  object  of  conducting  business  is  to  secure  profits.  Nothing 
thftt  relates  to  manufacturing  is  of  more  importance  than  "costing." 
Efficiency  rules  may  be  applied  in  an  excellently  equipped  factory, 
but,  unless  the  proprietor  has  an  adequate  cost-finding  system,  he  is 
hable  to  suffer  financial  loss.  If  he  does  not  know,  with  a  close 
degree  of  accuracy,  what  the  different  articles  he  manufactures  have 
coat,  and  at  what  prices  he  can  afford  to  sell  them,  he  is  not  in  a 
position  to  meet  competition  intelligently,  and  he  invitee  business 
disaster.  Under  conditions  as  they  existed  formerly,  he  may  have 
been  satisfied  with  the  profit  earned  on  his  whole  hne  of  products, 
as  shown  by  his  annual  balance  sheet,  but  in  these  days  there  is  the 
keenest  competition  in  almost  every  line  of  manufacturing,  and  the 
survival  of  the  fittest  is  the  inexorable  law  of  the  buainess  world. 
Even  if  a  manufacturer  is  satisfied  with  his  yearly  profit,  which  his 
balance  sheet  shows,  he  should  know  on  which  particular  products 
he  is  making  the  most  profit,  and  on  which  he  is  making  only  a 
narrow  mai^n  of  profit  or  losing  money.  Intelligent  costing  would 
enable  him  to  distinguish  between  the  profits  on  different  products, 
to  discontinue  the  manufacture  of  products  sold  at  a  loss,  to  hmit 
the  sales  of  products  on  a  small  margin  of  profit,  and  to  ^ve  nwre 
attention  to  the  manufacture  and  marketing  of  products  on  which 
the  largest  profits  are  realized. 

Cost  accounting  is  especially  important  for  manufacturers  with 
small  or  comparatively  small  capital,  in  order  that  they  may  meet 
the  severe  competition  of  those  who  manufacture  on  an  extensive 
scale.  As  a  rule,  the  large  manufactiuers  have,  not  only  the  most 
improved  machinery  and  moat  efficient  methods  of  production,  but 
also  very  accurate  cost-finding  systems. 

The  comparatively  small  manufacturers  have  not  been  so  slow 
in  equipping  their  factories  with  up-to-date  machinery  and  in  adopt- 
ing efficiency  rules  as  they  have  been  in  planning  a  system  by  which 
titiey  could  know  the  actual  costs  of  their  different  units  of  produo- 
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tion.  Any  investigatioti  of  tMe  matter  which  may  be  made  will 
show  that  an  amazing  number  of  American  manufacturers  have 
practically  no  costing  as^tem  or  only  the  crudeflt  sorts  of  systems. 

Most  manufacturers  know  the  coat  of  materials  and  the  direct 
labor  cost  for  each  unit  of  production,  but  do  not  intelligently  dis- 
tribute the  general  expense,  or  "burden,"  or  as  it  is  commonly 
termed  the  "overhead."  Many  of  them  add  to  the  material  and 
labor  cost  for  each  unit  what  they  think,  judging  from  past  experi- 
ence, the  chai^  for  overhead  should  be,  and  &x  prices  accordingly, 
but  if  they  manufacture  any  variety  of  products,  such  guess  work 
will  surely  lead  to  a  diminution  of  profit  or  to  financial  loss. 

In  recent  years  the  profession  of  cost  accounting  has  developed, 
but  the  small  manufacturers,  constituting  much  the  larger  number, 
have  been  much  more  backward  than  the  large  producers  in  adopt- 
ing the  methods  of  this  branch  of  efficiency.  They  complain  of  the 
fierceness  of  competition,  yet  do  not  avail  themselves  of  a  costing 
system  which  would  protect  them  against  selling  at  a  loss  and  insure 
larger  profits.  Perhaps  the  principal  reason  for  this  backwardness 
on  the  part  of  the  small  manufacturers  is  that  they  think  they  can- 
not afford  to  pay  the  fees  which  are  charged  by  efficiency  experts 
for  installing  cost  accounting  systems.  A  simple,  inexpensive  and 
yet  accurate  costing  system  is  one  of  the  crying  needs  of  the  small 
manufacturers  today.  Regardless  of  the  expense  of  the  installation 
of  a  scientific  system  by  professional  cost  accountant,  some  of  the 
systems  are  so  complicated  as  to  preclude  their  general  use,  because 
they  are  beyond  the  grasp  of  the  ordinary  small  manufacturer. 

Many  small  manufacturers  employ  as  bookkeepers  men,  and 
often  prls,  whose  accounting  experience  is  so  limited  that  they  can 
scarcely  prepare  a  profit  and  loss  statement  or  an  annual  balance 
sheet,  and  who  would  be  utterly  unable  to  figure  out  an  elaborate 
system  of  costing.  And  yet,  simple,  practicable  systems  can  be 
adopted  which  come  within  the  comprehension  of  inexperienced 
bookkeepers,  and  by  means  of  which  a  satisfactory  knowledge  of 
the  costs  of  different  products  can  be  obtained. 

There  are  two  elements  of  cost,  raw  materials  and  direct  labor, 
which  can  be  ascertained  for  different  units  with  close  accuracy,  and 
these  are  usually  the  largest  elements.  Almost  any  manufacturer 
knows  just  how  much  raw  material  is  used  in  any  unit,  and  knows 
the  cost  of  the  direct  labor.     If  he  pays  his  employees  on  the  piece 
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price  basie,  he  knows  the  cost  of  the  direct  labor  per  unit  exactly. 
If  the  direct  labor,  or  part  of  it,  is  paid  on  the  time  rate  basis  he 
generally  knows,  from  records  of  production,  the  average  time  re- 
quired by  his  employees  to  produce  a  certain  unit.  Knowing  the 
cost  for  materials  and  for  direct  labor,  the  problem  is  to  find  the 
proper  burden  for  general  expenses  to  apportion  to  each  different 
unit.  This  is  the  great  stumbling  block  in  the  way  of  an  incredi- 
ble number  of  manufacturers. 

There  are  three  systems  of  costing,  all  of  them  simple,  which 
are  more  or  less  used.  They  may  be  designated  the  qtiantity 
method,  the  direct  labor  method  and  the  prime  cost  method. 

The  Quantity  Method 

By  this  method  the  total  general  expense  during  the  precedii^ 
business  period,  that  ia  all  expense  except  for  raw  materials  and 
direct  labor,  is  divided  by  the  number  of  units  produced,  and  the 
quotient  is  added  to  the  cost  of  materials  and  direct  labor  for  each 
unit.    This  may  be  expressed  as  follows: 

Burden,  last  period  .  ^    ,  l    j 

— ' — : ■ :  =  Amount  or  burden  per  umt. 

Number  of  umts  produced 

If,  for  instance,  during  the  iaat  period  the  entire  cost  of  manu- 
facturing and  selling  were  $100,000,  and  the  raw  materials  cost 
$50,000,  and  the  direct  labor  $30,000,  the  burden  amounted  to 
$20,000.  If,  therefore,  10,000  units  were  produced  during  that 
period,  the  burden  for  each  would  be  $2.  Of  course  the  amount 
for  raw  materials  used  in  the  computation  must  be  the  amovint 
actually  used  during  the  last  business  period,  and  not  the  amount 
purchased,  which  may  be  more  or  less,  and  this  requires  that  there 
should  be  inventories  of  raw  materials  at  the  banning  and  end  of 
the  period.  The  amount  for  raw  materials,  that  ia  materials  used 
in  the  unit,  should  be  kept  distinct  from  factory  supplies. 

This  method  of  costing  is  the  simplest  of  all  methods,  and  where 
only  one  kind  of  goods  is  manufactured  it  is  the  most  accurate  of 
all  ^sterns.  A  concern  that  manufactures  only  one  kind  of  type- 
writer, for  instance,  would  not  need  a  more  perfect  system,  but 
obviously  this  method  is  very  defective  if  applied  in  a  factory  where 
goods  of  varying  values  are  produced. 
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The  Direct  Labor  Method 
By  ttuB  method  the  biirdeD  chai^  is  made  od  the  baaia  of  the 
cost  of  the  direct  labor  for  the  unit,  in  the  proportjon  of  the  total 
cost  of  direct  labor  to  the  total  amount  of  burden  during  tiie  pre- 
ceding period.    This  may  be  expressed  as  follows: 
Burden,  last  period     „  , ,      . 

rr; — — r^ 7,  "Per  oent  of  burden  per  unit. 

Direct  labor  payroll 

If  during  the  last  period  the  total  direct  labor  cost  amounted 
to  130,000,  and  the  burden  to  120,000,  a  charge  of  66.67  per  cent 
of  the  direct  labor  cost  of  the  unit  should  be  made  for  burden,  that 
is  should  be  added  to  the  cost  of  materials  and  direct  labor  for  the 
unit. 

Where  units  are  produced  which  differ  in  labor  cost,  this  method 
is  much  more  accurate  than  the  quantity  method,  but  it  is  defective 
where  raw  materials  of  different  values  are  used  in  different  units, 
for  the  reason  that  under  it  the  more  expensive  grades  of  goods 
would  not  carry  thdr  proper  proportion  of  burden. 

The  Prime  Coa  Method 

By  prime  cost  is  meant  the  sum  of  the  cost  of  raw  materials  and 
of  direct  labor.  By  this  method  the  burden  charge  is  made  on  the 
basis  of  the  sum  of  the  cost  of  raw  materials  and  direct  labor  for 
the  unit,  in  the  proportion  of  the  total  cost  of  raw  materials  and 
direct  labor  to  the  total  amount  of  biuden  during  the  preceding 
period.    This  may  be  expressed  as  follows: 

Burden,  last  period  „  „      . 

=■ -—r-. — : -. —. ■=  Per  cent  of  burden  perumt. 

Kaw  materials  plus  direct  labor  payroll 

If  during  ttie  last  period  the  cost  of  t&w  materials  amounted  to 
$50,000,  the  cost  of  direct  labor  to  $30,000,  a  total  of  $80,000,  and 
the  burden  amounted  to  $20,000,  a  charge  of  25  per  cent  ($20,000-i- 
80,000)  of  the  prime  cost  of  the  unit  would  be  made  for  the  burden, 
that  is  should  be  added  to  the  prime  cost. 

This  method  provides  for  the  distribution  of  the  burden  on  the 
unit  much  more  accurately  than  the  quantity  method,  where  mar 
terials  of  different  values  are  used  in  different  units,  or  where  more 
labor  is  employed  on  some  units  than  on  others;  and  this  method  is 
more  accurate  than  the  direct  labor  method,  where  more  labor  is 
employed  on  some  units  than  on  others.  In  costing  by  any  method 
a  charge  should  be  made  against  the  cost  of  the  unit  to  cover  the  av- 
erage l(Ma  from  waste  and  seconds. 
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Any  of  the  three  methods  which  have  beeo  described  are  easy 
of  application,  even  by  clerks  who  have  little  accounting  experience. 
Another  method  is,  however,  recommended  as  more  accurate  and 
nearly  as  simple.  For  want  of  a  better  designation,  it  may  be 
termed 

The  Dual  Method 

The  prime  cost  method  is  accurate  for  computing  the  burden 
on  units  which  vary  in  the  coat  of  materials  and  the  cost  of  labor 
only  when  during  the  last  bufdness  period  the  value  of  the  products 
equalled  the  amount  of  the  net  B^es.  There  would  be  an  inaccuracy 
if  the  net  sales  amounted  to  more  or  less  than  the  production,  be- 
cause the  burden  for  the  cost  to  sell  should  be  computed  on  the 
amount  of  the  net  sales  and  not  on  the  production. 

By  the  dual  method  the  ratio  of  burden  for  the  unit  is  computed 
on  the  prime  cost,  during  the  preceding  period,  for  indirect  labor 
and  for  factory  expense,  because  these  portions  of  the  burden  are 
related  to  the  amount  of  the  production,  but  the  selling  expense 
is  computed  not  on  the  amount  of  production  but  on  the  amount 
of  the  net  sales.  The  ratio  of  burden  for  administrative  expense 
is  also  computed  on  the  amoiut  of  net  sales  as  the  base,  because 
administrative  expense  is  perhaps  more  nearly  related  to  the  amount 
of  net  sales  than  to  the  value  of  the  production,  though  this  may 
differ  in  different  industries. 

If,  for  example,  the  expenses  during  the  last  period  were  $50,000 
for  raw  materisls,  S30,000  for  direct  labor,  $4,000  for  indirect  labor, 
$3,000  for  factory  expense,  $6,000  for  administrative  expense,  and 
$7,000  for  selling  expense,  making  a  total  of  $100,000,  but  if  the 
net  sales  amounted  to  $110,000,  the  percentage  of  burden  for  the 
unit  would  be  computed  as  shown  in  the  follomng  illustration : 

EipuiH.  but  period  fti  <nDt  ol  bnnlni  br  nntt 


Rawmateri&la 

SH),000 

Direct  l&bor 

30,000 

Prime  ooet 

80,000 

Indirtrt  labor 

4,000 

bm  {«,ooo +180,000) 

F&otory  expeiue 

3,000 

3.7S  ($3,000+180,000) 

Adminirtrative  expenae 

6,000 

6.46  ($6,000+110,000) 

SdUngexpeDM 

7,000 

6.36  ($7,000+110,000) 
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These  perceutagea  are  used  to  find  the  burden  for  a  unit  which 
iB  intended  to  be  sold  at  SIO,  for  instance,  and  the  cost  of  which 
for  raw  materials  was  $4.25  and  for  direct  labor  S2.S5,  as  illusb^ted 
below: 


Rawmaterifd 

U.26 

Direct  labor 

2.66 

Prime  cort 

6.80 

Indirect  labor 

.34 

C6%of«6^) 

Factory  expense 

.266 

P.76%  of  S6J0) 

.546 

(6.46%  of  S10.00) 

Selling  expenM 

.636 

(6.36%  of  110.00) 

Waste 

.043 

(«.B.,  l%of»4.26) 

Seconds 

.OSS 

(e.lf.,1%  of  16.80) 

Toted  cost 

8.69 

Profit 

1.31 

(13,1%  of  $10,00) 

Selling  price  10.00 

As  a  matter  of  fact  nnost  goods  are  manufactured  to  sell  at 
certain  prices,  which  are  determined  in  advance,  and  if  the  specifi- 
cations, for  raw  material  and  for  labor  are  found  to  be  too  high  to 
allow  a  fur  profit  at  the  determined  price,  cheaper  mat«rifd  or  less 
labor  is  used. 

The  dual  method  may  be  varied  by  basing  the  percentage  of  bur- 
dea  for  indirect  labor  and  factory  expense  on  the  direct  labor  cost,  in- 
stead of  the  prime  cost,  and  it  is  claimed  that  for  acme  industries, 
where  the  materials  used  differ  but  Uttle  in  c(^  per  unit,  this  mod- 
ified method  is  more  satisfactory. 

In  order  to  compute  the  burden  by  the  dual  method,  accounts 
should  be  kept  for  the  foregoing  mentioned  items,  and  they  may 
be  subdivided  as  appears  below: 
Bow  Matehali 
DvtdLohor 

Wages  of  ail  employees  in  manufacturing  occupations 
Paid  to  contractors 
Paid  to  home  woricers 
Total  dinct  Ubor 
Ifidinei  Labor 

Salariea  of  officials,  chargeable  to  manufacturing 
Wages  of  factory  superintendent  and  foremen 
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Wagea  of  dengnen 

Wagea  of  employees  in  s»mple  department 

Wages  of  other  general  help-machinist,  clerks  in  factory, 
(not  general  office),  floor  boys  and  girls,  etc. 
(not  including  engineer  and  fireman] 
Total  indiract  labor 
Factory  Expetue 

Rent  of  space  used  for  manufacturing  and  shipping  departments 

Power,  heat  (or  fuel  and  wages  of  engineer  and  fireman),  Ught,  and  water 

Repairs  on  equipment 

Depreciation  of  equipment 

Fire  insurance 

Woibnen's  compensation  or  employers'  liability 

Welfare  work 

State,  county,  township,  and  municipal  taxes 

Other  factory  expense 
Total  factory  expense 
Coil  o}  Adffiintsfralwm 

Salaries  of  officials,  not  chargeable  to  indirect  labor  or  cost  to  sell 

Salaries  of  general  office  force  and  auditor 

Rent  of  general  office 

Office  EUppliea,  stationery,  postage,  telegrams,  telephones 

Ituniranoe — other  kinds  than  fire 

Expense  of  collection  and  legal  service 

Bad  debts 

Corporation  tax 

Other  administrative  expense 
Total  coat  of  administration 
Coii  toSdi 

Salaries  of  officials,  chargeable  to  sales  department 

Salaries,  commissionB,  traveling  and  general  expense  of  salesmen 

Wages  of  other  employees  in  sales  department 

Rent  of  showroom 

Packing  materials 

Cartage  and  freight  outward 

Advertising 

Other  selling  expense 
Total  selling  expense 
WatU  and  Seamdt 

Loeafrom  waste 

hom  from  seconds 
Total 

Such  accouatfl  can  be  kept  very  easily  if  a  Rpecifdly  ruled  ledger 
IB  used.    Some  of  the  itenis  under  factory  expense  might  not  im- 
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properly  be  entered  under  cost  of  admimstration,  their  placement 
bang  a  matter  of  opinion,  but  as  these  items  are  usually  small, 
the  result  in  computing  the  burden  od  a  unit  would  be  little  if  any 
affected  by  a  transfer  of  them  from  one  account  to  another. 

In  computing  the  proportion  of  burden  for  the  unit  on  the  basis 
of  production  and  net  sales  during  the  preceding  buBineaa  period, 
the  results  would  be  more  accurate  if  the  profit  and  lom  statement 
were  made  semi-annually,  instead  of  annually,  and  afill  more  ac- 
curate if  such  a  statement  were  made  quarterly.  In  making  com- 
putations by  any  method  it  should  be  borne  in  mind  that  the  cost 
of  materials  and  direct  labor,  while  usually  the  lat^eat  elements  of 
cost,  are  those  which  are  most  liable  to  fluctuation,  and  in  calcidating 
the  hmxlen  on  the  basis  of  the  last  period  the  differences  in  the  cost 
of  materials  and  direct  labor  at  that  time  and  at  the  time  the  com- 
putation ia  made  should  be  taken  into  condderation. 

When  a  manufacturer  gets  out  new  styles  he  must  be  particu- 
larly careful  in  costing  if  all  or  any  part  of  the  direct  labor  ia  pud 
on  the  time-rate  haoB.  In  making  up  samples  for  salesmen  to  take 
out  on  the  road  he  should  make  time  studies  of  the  several  direct 
labor  operations,  to  ascertain  as  nearly  as  possible  the  direct  labor 
cost  per  unit.  When  the  goods  to  fill  the  first  ordere  received  are 
manufactured,  he  should  check  up  his  first  computation  by  the 
cost  to  manufacture  in  quantities,  and  if  there  is  a  difference,  he 
should  adjust  the  selling  price  per  unit  accordingly.  If  it  shoidd 
happen  that  Mb  price  for  goods  of  a  certain  style,  as  given  to  the 
salesmen,  is  too  low  to  afford  a  profit,  the  earlier  he  checks  up  hia 
first  calculation  of  the  cost  for  that  style,  the  lees  money  he  will  lose. 

While  all  of  the  methods  of  costing  which  have  been  described 
are  comparatively  umple  and  inexpensive,  and  while  for  most  fac- 
tories one  of  these  methods  would  be  found  entirely  practicable  and 
satisfactory,  it  is  not  claimed  that  for  a  highly  organized  factory, 
with  many  departments,  any  of  these  methods  would  be  as  accurate 
as  one  which  would  be  adapted  to  the  particular  needs  of  the  plant, 
and  which  might  be  devised  by  cost  accounting  experts  after  a 
complete,  carefid  study  of  the  factory  conditions. 

In  a  highly  organized  establishment  the  departmental  method 
of  apportioning  burden  should  be  adopted.  Certain  burden  chaises 
should  be  made  against  the  whole  production  of  the  factory,  certun 
chaises  against  the  production  of  particulu  departments  only,  and 
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other  charges  in  part  against  the  production  of  the  whole  factory 
luid  in  part  against  the  production  of  particular  departments.  If 
a  cotton  mill,  for  instance,  sells  yam  and  doth,  the  factory  expense 
for  the  weave  room  or  for  the  cost  of  indirect  labor  in  that  room 
should  not  be  made  a  part  of  the  burden  on  the  product  pf  the 
spinning  room.  In  a  printing  plant  the  product  that  is  printed 
only  should  not  be  ctiarged  with  the  expense  for  the  bindery  de- 
partment. 

The  great  need  of  adequate  cost  finding  among  American  manu- 
facturers has  been  emptiasized.  The  subject  has  been  discussed  in 
national  associations  of  manufacturers  from  year  to  year,  but,  so 
far  as  known,  no  association  has  approved  any  particular  system. 
In  many  lines  of  manufacturing,  whole  industries  have  suffered 
from  the  general  lack  of  intelligent  costing.  The  unintelligent  or 
unprogressive  manufacturer  often  makes  prices  to  undersell  his 
competitors,  not  really  knowing  whether  he  is  making  or  losing 
money  on  the  goods  he  sells,  but  in  some  cases  thinking  he  is  mak- 
ing money  when  he  is  actually  losing.  So  much  business  is  done 
in  this  cut-throat  manner  that  even  establishmento  wliich  have 
installed  elaborate  cost>-&nding  systems  have  been  forced  to  abandon 
them  and  revert  to  the  ruinous  policy  of  meeting  the  competition 
of  reckless  business  rivals  regardless  of  consequence.  They  do  this 
to  hold  their  trade,  hoping  that  profits  on  some  lines  mil  compensate 
for  losses  on  other  lines.  The  result  is  that  many  lines  of  the  manu- 
facturing business  are  cut  to  pieces.  The  national  manufacturers 
associations  could  do  no  greater  service  for  thdr  members  than  to 
urge  them  to  adopt  adequate  cost-finding  systems. 
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WORKING   CONDITIONS  NECESSARY  FOR  MAXIMUM 
OUTPUT 

By  Nobbts  a.  Bbisco, 
Author  of  Betmomie*  of  EffeUnev. 

The  nineteenth  century  has  been  justly  called  the  century  of  the 
machine.  Inventions  followed  one  another  in  rapid  succession,  and 
machines  became  more  -and  more  highly  specialized.  Managers  of 
industrial  plants  soi^ht  to  obtain  greater  efficiency  through  two 
sources,  first,  the  acquiring  of  more  improved  and  more  highly  spe- 
cialised machines  for  the  different  processes  of  production,  and  sec- 
ond, through  better  designed  buildings  and  more  carefully  arranged 
machinery,  so  as  to  allow  production  to  be  carried  on  in  all  of  ita 
stages  with  a  minimum  expenditure  of  time  and  energy.  During 
the  last  quarter  of  the  century,  production  increased  with  rapid 
strides.  Manufacturers  realized  that  if  industrial  expansion  were 
to  continue  at  its  rapid  pace,  more  extensive  markets  must  be 
obtained.  By  the  last  decade  of  the  century,  markets  in  many 
cases  had  become  national,  and  at  its  close,  many  manufacturera  to 
continue  their  business  expansion  were  compelled  to  seek  world 
markets  for  their  goods.  The  resulting  keen  competition  drove 
manufacturers  to  tax  their  ingenuity  to  devise  methods  for  lowering 
costs.  Attention  had  been  centered  upon  improved  machines, 
better  designed  buildings,  more  carefully  arranged  equipment,  and 
economies  arising  from  large-scale  production.  The  closer  study 
given  to  these  factors  of  production  made  clear  the  limitations  upon 
them.  Attention  was  now  turned  to  the  human  factor,  and  manu- 
facturers soon  recognized  its  importance  in  business  actiintiee. 
This  factor  so  long  neglected  is  at  present  recognized  as  the  most 
important  to  lower  costs,  make  possible  successful  competition,  and 
pave  the  way  for  greater  industrial  growth  and  expansion. 

Machines  depend  largely  for  their  output  upon  the  labor  at- 
tending them.  The  worker  should  thoroughly  know  his  machine 
to  obtain  the  best  results  from  its  working.  This  has  been  recog- 
nized since  the  introduction  of  machinery,  but  the  manufacturer  has 
174 
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failed  until  recently  to  realize  the  necessity  of  knowing  his  workmen 
in  order  to  obtain  the  beat  results  from  their  labor. 

The  effect  of  environment  upon  workers  is  great,  and  there  ia 
an  intimate  relation  between  the  conditions  which  surround  workers 
and  their  output.  Machinery  is  carefully  protected  from  duBt, 
kept  well  lubricated,  and  in  good  repair,  but  in  the  average  plant, 
until  recently,  little  thought  was  given  to  the  human  heads  and 
hands  which  operate  the  machines.  Just  as  machinery  is  affected 
by  environment,  so  is  the  worker,  but  more  so,  because  be  is  sen- 
sitive to  slight  changes  in  the  conditions  which  surround  him. 
Maximum  output  in  the  average  plant  depeuds-in  a  large  measure 
upon  the  worker's  physical  and  mental  well-being.  Light,  ventila- 
tion, temperature,  humidity,  dust,  air,  odors,  and  gases  are  some  of 
the  factors  which  should  receive  careful  attention  in  every  plant.     , 

Light  in  a  plant  has  a  direct  bearing  upon  output.  According 
to  experts,  the  normal  capacity  of  workers  may  vary  20  per  cent 
under  proper  and  improper  lighting.  Proper  light  affecta  workers 
in  different  ways,  as,  it  causes  greater  accuracy  in  work,  saves 
eyestrain,  permits  greater  rapidity  of  work,  reduces  the  number  of 
accidents,  improves  the  quality  of  work,  decreases  costs  through  less 
spoiled  work  and  fewer  mistakes  in  work,  and  lastly  discourages 
slovenly  work  and  soldiering.  There  is  no  fixed  standard  for  light, 
as  plants  vary  in  the  character  of  work  performed,  and  in  the 
amount  of  li^ht  reqiured.  The  beat  light  is  natural  light.  Experts 
have  proved  that  after  three  hours  of  work  in  ordinary  daylight, 
there  is  little  change  in  the  working  efficiency  of  the  eyes,  but  after 
the  same  period  of  work  in  artificial  light,  the  keenness  of  the  eye 
is  decreased  and  there  is  a  distinct  loss  in  muscular  adjustment 
for  accurate  vision.  Artificial  light  does  not  furnish  the  pure  white 
ray  of  the  natural  light,  as  its  rays  are  red,  yellow  or  violet.  The 
vision  is  perfect  and  there  is  less  strain  to  the  eye  with  natural  light 
than  with  artificial. 

The  average  manufacturer  has  only  recently  learned  the  value 
of  an  abundant  supply  of  natural  light,  and  in  factory  building  has 
taken  special  pains  to  obtiun  as  large  an  area  of  glass  as  possible. 
Roofs  as  well  aa  walls  should  be  used  for  window  space.  The  saw- 
tooth roof  with  the  glass  portion  towards  the  north  gives  a  good 
diffusion  of  light.  The  window  glass  in  order  to  give  the  greatest 
diffusion  of  light  should  be  pure  white,  ribbed  or  prismatic.    The 
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walls  and  ceiling  of  a  factory  have  an  important  beanng  upon  light 
diffusion.  White  is  a  bad  color,  aa  it  frequently  gives  a  glare  which 
is  injurious  to  the  eye.  Creamish  white  or  greenish  gray  are  the 
best  colors,  as  they  cause  good  diffusion  of  light  and  do  not  glare. 
Walls,  ceilings,  and  windows  should  be  kept  clean,  because  if  dirty 
and  dingy,  they  prevent  proper  light  diffuwon. 

During  maay  months  of  a  year,  it  is  impossible  to  get  a  Bofficient 
supply  of  natural  light  during  the  entire  working  day,  consequeatly 
an  artificial  lighting  system  is  necessary  in  every  plant.  Due  to 
the  absence  of  danger  from  fire,  to  no  gases  being  given  off,  and  to 
causii^  no  material  increase  in  temperature,  the  electric  light  has 
decided  advantages  over  gas.  Electric  light  gives  the  beat  satis- 
faction in  artificial  lighting,  and  should  be  used  wherever  possible. 
The  artificial  lighting  of  every  plant  should  be  carefully  inspected 
to  see  that  the  following  injurious  conditions  do  not  exist;  ex- 
cessive light,  inaufi&cient  light,  glare,  atrong  contrasts,  flickering, 
heat  or  odors  from  light,  and  shadows.  A  too  brilliant  light  is  as 
injurious  as  a  poor  one.  This  is  frequently  caused  by  &  poorly 
arranged  system  of  lighting  fixtures.  The  source  of  light  should 
never  be  on  a  level  with  the  eye  of  the  worker.  Glare  is  very  fatigu- 
ing and  straining  to  the  eye.  It  may  come  from  lights,  walls,  or 
ceilings.  Frequently  a  slight  change  in  the  arrangement  of  fixtures, 
and  the  addition  of  frosted  globes  prevents  much  eyestrain.  Care 
should  be  exercised  to  see  that  the  walls  and  ceilings  do  not  glaje. 
A  cream  kalsomine  ^ves  good  diffusion  of  light,  and  at  the  same 
time  does  not  glare. 

A  steady  uniform  light  is  what  is  needed  in  every  plant,  and 
care  should  be  exercised  to  see  that  it  is  obtained.  Flickering  and 
strong  contrasts  are  very  injurious  to  the  eye.  Strong  contrasts 
are  caused  by  some  defect  in  the  electric  drcuit,  and  this  should  be 
remedied  as  soon  as  possible.  Serious  ill  health  often  ariees  from 
poisonous  odors  given  off  by  gas  lamps.  In  one  factory,  sickness 
was  reduced  50  per  cent  by  chai^ng  from  gas  to  electric  lighting. 
If  a  plant  'a  lighted  by  gas,  a  frequent  inspection  should  be  made  to 
ascertain  if  the  workers  in  any  way  suffer  from  the  products  pven 
off  by  the  combustion  of  the  gas.  If  gas  jets  are  too  near  workers, 
discomfort,  headaches,  and  sickness  are  frequently  caused  from  the 
effects  of  products  given  off,  or  from  the  heat  of  the  burning  gas. 
Poor  lighting  and  gloomy  surroundings  have  depresnt^  bodily 
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and  mental  effects  upon  workers.  The  efficiency  of  workers,  and 
consequently  the  output  of  a  plant,  are  increased  through  the  provi- 
mon  of  proper  light.  Too  great  emphasis  cannot  be  placed  upon 
the  importance  of  proper  light,  and  it  is  only  recently  that  its  bear- 
ing upon  output  is  being  realized  by  the  average  manufacturer. 

The  discomfort  of  a  stuffy  room  is  apparent  when  it  is  entered. 
No  worker  can  do  efficient  work  in  a  stuffy,  ill-smelling,  or  over- 
heated room.  Such  conditions  foster  drowsiness,  lack  of  ambition, 
inaccuracy,  carelessness  and  poor  work.  Workers  are  forced  into 
these  faults  through  the  environments  in  which  they  work,  and  yet 
they  are  blamed  and  criticized  for  them.  Pure  fresh  tur  of  proper 
humidity  and  temperature  is  a  pre-requisite  for  maximum  output 
in  any  plant,  and  no  effort  or  expense  should  be  spared  to  supply  it. 
It  is  rather  remarkable  that  many  shrewd  business  men  who  are 
always  on  the  alert  for  improvements  to  increase  profits  have  over< 
looked  pure  fresh  air,  a  most  important  factor  in  securii^  maximum 
output.  The  obtainii^  of  air  so  that  workers  may  work  under  the 
most  favorable  conditions  demands  the  closest  attention  of  every 
manufacturer.  The  chief  factors  to  be  considered  in  securing  air 
best  suited  for  efficient  work  are  temperature,  humidity,  air  move- 
ment, dust,  and  fumes. 

Manufacturers  forget  that  workmen  do  more  in  the  cool  mom- 
ii^,  not  only  because  they  are  physically  fresh,  but  because  the  air 
they  breathe  is  fresh  and  exhilarating.  There  is  no  reason  why  the 
air  in  the  afternoon  should  not  be  as  fresh  as  it  is  in  the  morning, 
and  the  manufacturer  who  has  fresh  ur  for  his  workmen  during  the 
entire  workii^  day  has  an  important  factor  workit^  for  increased 
efficiency  of  his  workii^  force,  and  a  larger  output  from  his  factory. 
An  enterprising  Ei^lish  manufacturer  could  not  get  the  same  output 
from  his  working  force  in  the  summer  as  in  the  cooler  months.  He 
installed  a  ventilation  system  and  electric  fans,  and  the  output  of 
the  summer  months  was  greatly  increased.  The  additional  output 
paid  for  the  expense  of  the  improvement  the  first  two  months  of 
service.  A  hot,  sultry  factory  causes  a  listless,  half-hefuled  workii^ 
force  which  results  in  a  decreased  output.  Overheated  factories  are 
a  menace  to  the  health  of  workers  during  the  winter  months. 
Workers  pass  from  the  overheated  rooms  to  the  cold  air  on  the 
outside.  Their  vitahty  is  lowered  and  they  become  easy  prey  to 
colds  and  different  maladies.    This  results  in  impaired  health  and 
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frequent  absences,  and  either  hinders  increased  efficiency  or  cur- 
tails output. 

An  important  problem  for  every  manufacturer  ia  the  prevention 
of  overheating,  and  the  practical  method  for  reaching  this  end  is 
the  chan^ng  of  air.  Ventilation  or  air  change  is  obtained  eittta 
by  natural  or  by  artificial  means.  In  a  lai^e  room  where  only  a 
few  people  are  working,  proper  ventilation  may  be  secured  through 
windows,  doors,  cracks,  ceilings,  and  floors,  without  special  provi- 
aoD  for  the  purpose.  In  the  average  factory,  proper  ventilation  by 
natiual  means  is  imposuble,  and  some  artificial  system  must  be 
used.  The  average  worker  produces  about  as  much  heat  per  hour 
as  is  ^ven  oB  by  the  burning  of  two  candles.  In  many  factories, 
this  is  increased  by  the  running  of  machinery,  lighting,  and  other 
sources  of  beat.  The  problem  is  to  force  out  the  heated  aii,  and  to 
have  cool,  pure  ur  take  its  place.  If  the  air  comes  from  the  outside, 
it  should  be  made  in  temperature  a  little  below  that  which  is  nor- 
mally felt  to  be  comfortable.  This  is  invigorating  to  workers.  In 
Bummer  time,  it  may  be  necessary  to  cool  the  air,  while  in  winter, 
the  air  should  be  warmed.  The  latest  device  is  to  take  the  ur  from 
a  room,  cleanse  and  cool  it,  and  then  force  it  back  agsdn.  Methods 
of  ventilation  are  many  and  should  be  suited  to  meet  each  factory. 

The  air  in  every  factory  should  be  in  motion.  In  this  respect, 
it  should  be  like  the  mt  in  the  open  which  is  constantly  in  motion. 
A  banc  principle  of  ventilation  is  not  merely  that  pure  air  should 
be  forced  into  a  factory  and  foul  ajr  expelled,  but  that  the  air  should 
be  changed  in  a  way,  so  as  to  produce  a  steady  movement  of  air 
in  every  part  of  the  factory  where  workers  are  at  work.  Proper 
circulation  or  movement  is  an  absolute  essential  in  seciuing  suitable 
air  conditions  for  efficient  work.  Experts  declare  that  the  air  in  a 
factory  should  be  made  to  move  at  the  rate  at  from  two  to  five  feet 
per  minute. 

Space  is  also  an  important  problem  in  ventilation.  Experts 
vary  in  their  opinions  as  to  the  minimum  space  per  person  from  two 
hundred  and  fifty  to  four  hundred  cubic  feet.  The  proper  space 
does  not  guarantee  good  air  conditions,  but  simply  prevents  over- 
crowding to  the  point  where  it  is  impoeuble  to  secure  proper  air 
conditions.  When  the  space  is  less  than  two  hundred  and  fifty 
cuiuc  feet  per  person,  it  is  impossible  to  get  proper  air  conditions, 
but  above  that,  they  may  be  secured  in  some  cases  by  natural,  uid 
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in  others  only  by  artificial  meanB.  Projwr  air  circulation  is  an  ab- 
solute essential  in  ventilation.  English  experts  discovered  that 
without  proper  provision  for  bit  change,  the  condition  of  the  air 
was  no  better  in  factories  with  over  five  thousand  cubic  feet  of  air 
space  per  person,  than  in  those  with  an  air  space  of  under  three 
hundred. 

Air  contmns  water  in  the  form  of  vapor  from  30  per  cent  to 
complete  saturation.  A  certain  amount  of  water  is  daily  given  off 
by  the  skin.  When  the  air  possesses  a  high  percentage  of  moisture, 
it  lessens  evaporation,  as  it  has  little  drying  power,  and  the  water 
from  the  skin  is  with  difficulty  evaporated.  A  chief  method  for 
coolii^  the  body  is  the  evaporation  of  perspiration.  When  the  ur 
is  hot  with  a  high  percentage  of  moisture,  it  increases  the  effects  of 
heat,  and  discomfort,  headaches,  and  even  fever  follow.  This  con- 
dition may  become  so  intensified,  that  the  temperature  of  the  body 
greatly  exceeds  the  normal,  and  heat  exhaustion  follows.  Excearive 
dryness  of  the  adr  is  also  harmful.  It  increases  evaporation,  the 
skin  becomes  dry  and  the  mucous  membranes  of  the  mouth,  eyes, 
and  res[»ratory  pass^es  are  irritated.  It  also  causes  discomfort, 
irritability  and  nervousness.  Haldane  has  shown  that  aa  f ar  as 
the  psychological  effect  is  concerned,  a  very  high  temperature  with 
low  humidity  is  about  the  some  as  a  very  low  temperature  with  high 
humidity.  When  the  temperature  rises  to  eighty  degrees  Fahren- 
heit with  moderate  humidity,  and  about  seventy  degrees  with  high 
humidity,  depression,  headache  and  dizziness  manifest  themselves. 
Haldane  found  that  at  seventy  degrees  Fahrenheit  with  saturated 
air,  the  temperature  of  the  body  began  to  rise,  that  is,  fever  set  in. 
The  best  air  condition  for  efficient  work  is  a  temperature  between 
uxty-five  and  seventy  degrees  Fahrenheit,  with  an  aven^  humidity 
of  from  60  to  70  per  cent.  In  every  plant,  special  care  should  be 
taken  to  avoid  extremes  of  heat,  cold  and  moisture. 

A  comfortable  temperature,  a  moderate  humidity,  and  a  proper 
circulation  of  air  are  necessary  factors  for  maximum  output.  A 
slight  variation  of  incoming  ur  from  that  of  the  air  in  a  factory 
invigorates  and  stimulates  workers.  Working  in  a  high  tempera- 
ture, workers  soon  become  listless  and  careless  in  their  work,  which 
has  an  important  bearing  upon  output.  Lack  of  proper  air  condi- 
tions causes  drowsiness,  discomfort  and  headaches,  and  leads  to 
devitalized  bodies  which  become  cosy  victims  to  all  kinds  of  diseases. 
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Proper  air  coaditioQ  not  only  aseurea  better  health  in  a  worldng 
force,  but  increases  efficiency.  It  ia  an  absolute  prerequisite  for 
maximum  output  in  every  plant. 

j^Bi^The  air  in  a  plant  is  never  as  pure  as  that  on  the  outside.  It 
ia  always  polluted  more  or  less  by  the  decomposition  of  substances, 
by  (he  products  of  combustion,  and  by  the  wear  and  tear  of  tools, 
machinery,  buildings  and  materials.  Workers  always  tend  to  add 
impurities  in  germs  and  organic  matter  from  skin,  mouths,  lungs  and 
soiled  clothing.  The  air  impurities  which  may  be  found  in  a  factory 
may  be  classified  under  three  beadsj  dust,  fumes,  and  gases. 

Maximum  output  cannot  be  obtained  in  any  plant  unless  the 
workers  enjoy  good  health.  Dust,  throi^  its  effect  in  impairing 
the  health  of  workers  and  decreasing  their  efficiency,  has  an  impoi^ 
tant  bearing  upon  output.  Dust  may  be  divided  into  three  classes, 
insoluble  inorganic,  soluble  inorganic,  and  organic.  The  first  class 
includes  small  particles  of  metals,  minerals,  stone,  etc  Soluble 
inorganic  dust«  comprise  Bubstances  which  are  soluble,  and  if  taken 
into  the  body,  will  in  the  course  of  time  be  absorbed,  as  small  par- 
ticles of  arsenic,  mercury,  etc.  The  third  class  comprises  fine  par- 
ticles from  flour,  grain,  cotton,  wool,  rags,  hides,  etc. 

Many  dangers  arise  from  dusts  of  aary  of  the  three  classes. 
First,  dust  causes  irritation  of  the  respiratory  passages,  eyes,  nose, 
and  skin  of  workers;  second,  if  inhaled,  and  lodged  in  the  lungs, 
it  may  reduce  the  resistance  of  these  oi^ans  to  harmful  bacteria, 
and  cause  workers  to  become  easy  victims  to  tuberculosis  and  other 
diseases;  third,  dust  may  be  germ-laden  and  carry  germs  not  only 
to  the  lungs,  but  to  other  parts  of  the  body;  fourth,  mai^  kinds  sm 
highly  inflammable,  and  in  the  proper  proportions  and  under  suit- 
able conditions  may  cause  spontaneous  combustion. 

Many  conditions  have  more  or  less  influence  upon  workers  and 
thdr  output,  but  one  which  is  mostcertun  of  injurious  results  isdust. 
Experts  have  discovered  that  sickness  and  mortality  of  workers  are 
high  OF  low  in  almost  exact  proportion  as  the  fur  is  filled  with  or  free 
from  dust.  The  proportion  of  deaths  from  tuberculous  and  resfHra- 
tory  diseases  is  very  high  in  trades  with  continuous  or  frequent 
exposure  to  metallic  or  mineral  dusts.  Manufacturers  who  strive 
for  increased  efficiency  of  their  workers  and  maximum  output  should 
realize  that  an  absolute  prerequisite  is  to  have  their  premises  as  free 
as  possible  from  dust. 

Dust  prevention  is  in  many  plants  a  difficult  problem.     Hoods 
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for  dustr^mEiking  machineB  ore  inezpeiiBive.  A  good  ventilation  sys- 
tem greatly  aaBists  dust  removal.  Where  it  ie  impoa^ble  by  hoods 
or  other  devices  to  remove  dust,  and  it  is  in  sufficient  quantities 
to  be  injurious  to  workers,  respirators  and  goggles  should  be  worn, 
and  they  should  be  furnished  by  the  employers. 

The  averse  manufacturer  does  not  take  the  proper  precau- 
tions in  removing  dust  from  floors  and  waUs.  The  old-fashioned 
broom  and  the  dry  dufiter  are  dust  movers  and  not  dust  removers. 
Dry  sweeping  and  dusting  should  never  be  allowed  in  any  room 
where  people  are  working.  Dustless  brooms,  dustlesB  brushes,  wet 
sawdust,  sweeping  compounds,  hygienic  floor  brushes,  vacuum 
cleaners  and  numerous  preparations  for  dust  removal  are  avulable 
and  cheap,  and  should  replace  in  every  factory  the  com  broom, 
cloth,  feather  duster,  and  mop  and  pail. 

Offensive  fumes  and  gases  are  given  off  in  the  making  of  many 
products.  Discharge  of  gas  may  be  prevented  by  proper  covers  for 
vats  and  vessels.  There  are  on  the  market  many  condensing  and 
burning  devices  for  gas  removal.  When  it  is  impossible  to  prevent 
the  presence  of  gas  or  fimiee,  respirators,  goggles,  and  sometimes 
gloves  and  skin  protectors  should  be  used.  Dust,  fumes,  and  gases 
are  arch-enemies  of  efl&dency,  and  maximum  output  cannot  be 
reached  in  any  factory  where  their  presence  in  any  quantity  exists. 

Accident  prevention  hsB  a  direct  bearing  upon  output.  It  is 
not  only  in  the  interesta  of  humanity,  but  a  buMness  proposition  for 
the  manufacturer  to  use  every  means  in  his  power  to  protect  his 
employees  against  the  manifold  dangers  to  life  and  limb  which  ac- 
company production  in  all  ite  phases.  Workers  appre(»ate  measures 
taken  to  protect  them  and  respond  by  taking  a  better  interest  in 
their  work.  The  fact  that  they  no  longer  have  fear  of  getting  hurt 
and  getting  no  compensation  is  a  factor  working  towards  increased 
output.  Actual  tests  have  shown  a  marked  increase  in  output  on 
safeguarded  machines  due  to  natural  speeding  of  workers  who  are 
relieved  of  the  fear  of  accident.  It  stands  to  reason  that  if  a  worker 
is  compelled  to  divide  his  attention  between  the  fear  of  coining  in 
contact  with  dangerous  moving  machinery  and  his  work,  that  if  he 
is  relieved  of  the  first,  be  will  prove  more  efficient  by  giving  his  entire 
attention  to  the  latter. 

The  important  measures  necessary  to  minimize  accident  risks 
may  be  summarized  as  follows:  First,  the  providing  of  machinery 
and  equipment  with  safeguards,  and  makii^  it  almost  impossible 
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(or  a  worker  to  be  cai^ht  or  injured  by  a  piece  of  machinery  or 
apparatus;  second,  the  careful  instruction  of  workers  to  inculcate 
habits  of  caution  and  to  know  how  to  avoid  dangerous  places  around 
a  plant;  third,  the  providing  of  effective  rules,  signs,  bulletins,  and 
illustrated  lectures  which  constantly  remind  workers  of  dangerous 
places,  and  the  enforcii^  of  strict  discipline  in  carrying  out  all  rules 
and  instructions;  fourth,  the  provision  of  means  for  promptly  caring 
for  any  who  may  be  injured  through  establishing  emergency  rooms 
and  first  aid  to  the  injured  service;  fifth,  the  passing  of  legal  statutes 
compelling  every  manufacturer  under  severe  penalty  to  equip  ma- 
chinery and  workii^  places  with  every  practical  safety  device  it  is 
possible  to  secure,  and  sixth,  the  provision  of  adequate  accident 
compensation  to  the  injured  in  case  of  accident.  You  cannot  find 
a  manufacturer  who  has  installed  accident  prevention  devices 
who  does  not  say  that  money  so  expended  is  well  expended,  and  that 
it  pays. 

Every  manufacturer  should  realize  that  it  is  necessary  to  study 
carefully  his  own  plant,  and  to  ascertain  and  provide  working  con- 
ditions which  are  most  conducive  to  output.  It  is  a  matter  of 
common  experience  that  an  intimate  relation  exists  between  the 
conditions  which  surround  a  worker  and  his  efficiency.  All  physical 
inconveniences  which  waste  human  strength  and  effort,  as,  foul  air, 
poor  light,  dust,  gases,  and  insamtary  conditions,  are  marks  of  in- 
efficiency and  affect  output.  The  lack  of  proper  hygienic  conditions 
in  a  large  majority  of  plants  is  due  to  ignorance  rather  than  to  neg- 
lect. There  is  need  of  dissemination  of  scientific  knowledge  of  the 
requirements  of  the  human  body.  The  factors  which  protect  health 
and  their  influence  upon  output  are  just  beginning  to  be  understood 
in  this  country.  Manufacturers  cannot  be  blamed  for  not  wanting 
to  install  expensive  safety  devices,  ventilating  and  dust-removii^ 
systems,  and  other  devices  for  protecting  the  workers,  unless  they 
can  be  shown  that  such  expenditure  is  a  profitable  investment  on 
account  of  the  resultii^  increased  output.  With  realization  of  the 
fact  that  the  increased  output  obtained  repays  several  times  the 
expenditure,  and  an  understanding  of  the  demands  of  the  human 
body,  the  next  few  years  will  see  a  rapid  improvement  in  working 
conditions.  There  is  no  reason  why  most  factories  cannot  be  kept 
at  comfortable  temperature,  with  air  containii^;  the  proper  percent- 
age of  moisture,  and  at  the  same  time  free  from  dust  and  impurities, 
and  have  workers  protected  in  every  possible  way  from  accident. 
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THE    PRINCIPLES    OF    INDUSTRIAL    EFFICIENCY 

APPLIED  TO  THE  FORM  OF  CORPORATE 

ORGANIZATION 

Bt  Henbt  S.  Dennison, 
TreMurer,  DennioMi  MutufaottiTiiig  Company. 

Among  the  most  widely  acknowledged  principleB  of  efficiency 
engineerii^aiid  common  sense  are  the  two,— that  responsibility  must 
be  closely  related  to  ability,  and  that  reward  must  be  closely  related 
to  service.  It  haa  also  been  many  times  insisted  upon  that  the 
efficiency  of  the  methods  in  the  ranks  of  a  company  cannot  be 
expected  to  rise  above  the  standards  of  efficiency  laid  down  and  lived 
up  to  by  those  who  are  at  the  head. 

The  last  ten  years  have  seen  the  development  of  many  systems 
of  management  and  w^e  payment  which  find  their  origin  in  the 
effort  to  make  practical  applications  of  these  principlee.  Some  of 
these  systems  include  profit  sharing  for  the  wage-earner  and  some 
do  not,  but  it  cannot  yet  be  maintained  that  profit  sharii^  is  neces- 
sary to  them. 

Not  so  much  thought  has  been  given  to  the  application  of  these 
principles  to  the  actual  make-up  of  the  company  itself.  The  two 
principles,  that  responsibility  must  be  related  to  ability,  and  that 
reward  must  be  related  to  service  rendered,  find  their  parallels  in 
the  two  old  problems  which  have  faced  most  concerns  established 
for  more  than  a  generation — to  wit,  how  to  keep  the  voting  control 
in  the  hands  of  those  acquainted  with  and  interested  in  the  business, 
and  how  to  give  a  fair  share  of  the  profits  to  those  of  the  leaders  in 
the  concern  who  do  not  bold  a  ugnificant  amount  of  stock.  It  is 
with  this  special  part  of  the  big  question  of  industrial  efficiency  that 
this  paper  deals. 

To  simplify  the  problem  let  us  first  consider  the  estabhshed 
company  in  which  the  extreme  risks  of  a  new  venture  have  been 
met  and  passed,  so  that  the  capital  invested  in  it  is  subjected  to  no 
more  than  a  normal  business  risk;  we  can  later  take  up  the  question 
of  extra  hazard  with  some  of  the  field  cleared  away.  When  the 
voting  control  of  such  a  business  is  in  the  hands  of  a  few  men  inti- 


^dbyGoOt^lc 


184  The  Annalb  of  the  American  Acadeict 

mately  connected  with  the  busineea,  success  depends  upon  the 
character  of  these  men.  If  they  are  the  founders  of  the  business, 
there  is  little  doubt  of  their  ability  to  carry  it  on,  though  difficulties 
may  arise  with  advancing  age.  But  if  they  are  sons  of  founders, 
it  will  not  always  happen  that  their  abilities  for  that  particular 
business  fit  them  for  the  powers  and  responsibilities  which  go  with 
the  voting  control.  When,  through  the  inheritance  laws  and 
customs  of  our  country,  the  vote  has  been  scattered  among  the 
daughters  and  sons-in-law  of  the  second  and  third  generations,  the 
problem  frequently  becomes  acute.  Here  are  often  found  glaring 
instances  of  considerable  shares  in  the  ultimate  responsibility  for  the 
success  of  a  corporation  resting  in  the  hands  of  those  who  have  not 
the  least  knowledge  of  its  needs.  The  corporation  may  be  success- 
ful—not because  the  form  of  organization  is  calculated  to  help  it 
toward  success,  but  rather  in  spite  of  a  form  which  at  its  best  is  no 
help  and  at  its  worst  may  be  a  distinct  handicap.  The  only  alt«i^ 
natives  in  such  a  case  are  for  some  one  man  to  regain  control,  or 
■for  the  control  to  be  placed  in  the  hands  of  all  of  the  active  leaders 
in  the  business.  If  the  first  alternative  is  chosen,  the  next  genera- 
tion is  likely  to  present  a  repetition  of  the  same  problem.  If  the 
latter  alternative,  then  some  provision  must  be  made  whereby  the 
vote  should  not  thereafter  pass  out  of  the  ranks  of  the  active  men. 

Such  provisions  are  not  difficult  to  make.  The  capital  interests, 
as  such,  can  be  represented  by  bonds  or  non-voting  preferred  stocks, 
while  common  stock,  industrial  partnership  stock,  or  partnership 
certificates,  can  be  put  into  the  hands  of  leaders  of  the  Jausineas  in 
some  proper  proportion  and  made  non-transferrable.  If  such 
partnership  certificates  are  required  to  be  sold  to  the  corporation 
when  active  employment  ceases,  and  are  issued  to  those  who  newly 
enter  the  ranks  of  the  leaders,  a  voting  body  can  be  maintained 
which  shall  always  have  the  ability  to  correspond  to  its  duties. 

Under  such  circumstances  the  problem  of  reward  for  service 
rendered  is  made  comparatively  easy  of  solution.  If  on  account  of 
able  management  the  business  pays  a  dividend  greater  than  is 
necessary  to  compensate  for  the  normal  business  risk,  the  outmde 
stockholder  is  being  rewarded  in  part  for  services  which  have 
not  been  rendered;  and  the  sales  manager,  the  senior  salesman 
and  the  department  head,  who  have  helped  to  earn  this  surplus,  have 
not  been  paid  in  full  unless  by  chance  they  happen  to  own  stock  is 
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due  proportion  to  their  respective  values  to  the  business.  To 
square  the  books,  then,  the  bonds  or  preferred  stocks  above  men- 
tioned should  have  a  fixed  return,  calculated  to  make  full  payment 
for  the  service  which  capital  itself  renders,  and  any  surplus  which 
may  be  earned  should  be  distributed  in  some  form  and  in  proper 
proportion  among  those  upon  whose  individual  efficiency  the  earning 
of  such  surplus  depended.  Since  this  surpliu  earning  is  frequently 
just  that  part  of  the  total  earnings  which  ought  in  every  corpora- 
tion to  be  reinvested  for  its  growth  and  development,  it  is  appro- 
priate that  the  surplus  should  have  the  form  of  a  certificate  rather 
than  cash;  or,  if  the  surplus  should  exceed  the  proper  amount  for 
reinvestment,  part  can  be  paid  in  cash  and  part  in  the  form  of 
certificates. 

The  determination  of  the  particular  employees  upon  the  suc- 
cess of  whose  efTorte  the  earning  of  a  surplus  depends,  is  a  problem 
which  must  be  studied  with  particular  reference  to  the  kind  of 
business  in  question.  It  may  be  wisely  approached  in  many  cases 
by  listing  employees  by  name  or  by  classes,  and  'separating  them 
into  those  whose  efforts  have  direct  influence,  and  those  whose 
influence  is  remote.  Few  generalizations  can  help,  though  to  char- 
acterize the  profit  earners  as  those  whose  work  requires  imagination, 
and  the  non-profit  earners  as  those  whose  work  does  not,  comes 
frequently  near  to  the  truth.  When  the  distinction  has  been  made 
between  these  two  classes,  some  rule  must  be  looked  for  to  provide 
for  future  divisions.  In  some  eases  titles  can  be  the  basis  of  such  a 
rule,  and  in  other  cases  resort  must  be  had  to  a  salary  minimum. 
The  device  of  having  some  committee  choose  the  profit  sharers  each 
year  is  attractive  on  ita  face,  but  introduces  the  dangerous  elements 
of  inconsistency  and  pohtics. 

Profit  faring  as  a  spur  to  greater  efficiency  is  more  particularly 
adapted  to  the  jobs  in  which  the  cooperative  spirit  is  an  important 
essential.  Wherever  the  chief  need  in  individual  effort  and  full 
efficiency  can  be  obtained  through  a  carefully  regulated  system  of 
commisfflon,  task  and  bonus,  or  piece-work  payment,  profit  sharii^ 
probably  has  little  or  no  place.  In  any  case,  profit  sharing  cannot 
be  a  success  where  the  sharers  cannot  see  clearly  the  influence  of 
their  individual  efforts  upon  the  profits  account,  and  where  they  have 
not  the  vision  to  realize  the  full  meaning  of  cooperative  effort. 

The  foregoing  general  principles  as  applied  specifically  to  an 
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established  concern  are  illustrated  in  the  By-Laws  of  the  DenniaoD 
Manufacturing  Company,  which  are  too  loi^  to  follow  this  article, 
but  which  will  be  willingly  sent  to  anyone  interested  in  them. 

Wherever  the  problem  of  profit  sharing  concerns  a  company 
just  forming,  or  in  the  early  stages,  the  element  of  abnormal  risk  to 
capital  must  be  taken  into  account.  The  degree  of  risk  will  vary 
greatly,  sometimes  warranting  a  chance  for  capital  to  increase  its 
value  ten  times  in  case  of  success  to  compensate  perhaps  for  a  ten- 
tOKme  chance  for  loss,  and  sometimes  demanding  nothing  more 
than  a  liberal  interest  rate.  But  the  important  point  is  to  make 
such  a  trade  with  capital  that  there  will  somewhere  be  a  stopping 
point  to  the  increase  in  its  value.  The  pecuharitiee  of  each  venture 
will  usually  dictate  just  what  this  trade  with  capital  is.  It  may  be 
that  there  shall  be  no  return  to  the  enterprisers  in  the  bufdnesa  untJl 
capital  has  received  a  certain  percentage,  or  a  sliding  scale  may  be 
arrai^ed;  but  at  some  point  the  necessary  and  fair  return  to  capital 
ceases  and  from  then  on  the  surplus  will  more  wisely  go  to  those  who 
earn  it.  In  these  stages  and,  in  fact,  during  the  transition  stage  in 
an  established  business,  it  is  wise  and  just  that  capital  should  have 
an  important  or  perhaps  the  sole  voice  in  electing  the  management. 
The  sliding  scale  can  provide  for  the  gradual  transfer  of  control  from 
capital  to  the  enterprisers,  or  a  fixed  point  can  be  set  at  which  the 
enterprisers  gain  full  control.  If  reduction  in  earnings  again  places 
capital  in  jeopardy,  it  should  again  receive  its  vote. 

The  dependence  of  complete  industrial  efficiency  upon  the 
principles  of  industrial  partnership  is  very  real.  Where  absentee 
owners  are  reaping  increasing  harvests,  beyond  any  justification 
through  their  efforts  or  the  risks  they  assume,  and  where  the  true 
ultimate  authority  rests  in  the  hands  of  stockholders  entirely  unfa- 
miliar with  and  unskilled  in  the  business,  the  most  logical  systems 
of  task  and  bonus,  or  differential  piece-rate,  rest  upon  an  illogicsl 
basis  and  will  sooner  or  later  face  questions  imposfflble  to  answer. 
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GREATER  AGRICULTURAL  EFFICIENCY    FOR  THE 

BLACK  BELT  OF  ALABAMA 

A  Studt  of  the  Possibilities  of  Developino  Gbeateb 

AoBICUIiTURAL  EFFICIENCY  IN  THE  BlACE  BeLT 
THBODGH   BeTTEB  MANAGEUENT 

By  C.  E.  Allen, 
Austin  College,  Shaman,  Texas. 

Alabama  is  conducting  an  energetic  campaign  for  greater 
l^cultural  efficiency.  The  establishment  of  demonatration  farm 
agents  and  experiment  farms  in  the  counties  for  the  study  of  soils 
and  plants,  district  agricultural  schools  for  the  instruction  of  the 
youth,  extension  work  by  the  State  Agricultural  Coll^^,  personal 
visitations  by  experts  wherever  needed,  and  the  coordination  and 
correlation  of  these  forces  under  a  central  board  whose  activities 
reach  out  to  all  parts  of  the  state,  have  given  to  this  campaign  the 
nature  of  an  intensive  and  expert  handling  of  the  entire  agricultural 
situation. 

It  is  the  purpose  of  this  paper  to  present  the  agricultural  sit- 
uation in  the  Black  Belt,  and  then  to  discuss  the  possibilities  of 
developing  greater  agricultural  efficiency  in  this  region.  This  will 
be  done  by  comparing  the  Black  Belt  with  the  regions  immediately 
adjacent  to  it,  north  and  south,  where  white  majorities  of  popula- 
tion are  found  and  successful  farming  obtuns. 

The  Black  Belt  of  Alabama  stretches  across  the  south  central 
portion  of  the  state,  from  east  to  west,  and  comprises  twenty-one 
counties.*  It  embraces  a  variety  of  physiographic  divisions  and 
soils.  The  northern  part  of  the  Belt  embraces  a  country  somewhat 
rolling,  of  metamorphic  soils,  and  the  southern  extends  into  the 
upper  part  of  the  coastal  uplands,  but  the  greater  part  of  the  Belt 
embraces  the  central  prairie  r^on  that  runs  diagonally  across  the 
state,  with  a  width  of  thirty^five  or  forty  miles.  By  fact  of  the 
physiographic  features  the  soils  of  the  Black  Belt  are  the  most 

'  Russell,  Chambers,  Lee,  Barbour,  Msoon,  Bullock,  Montgomery  Butler, 
Lowndes,  Autauga,  Ferry,  Dallas,  Wilcox,  Monroe,  Clarke,  Marengo,  Choctav, 
Hale,  Sumt«r,  Greene,  and  Pickens. 
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fertile  of  the  state  and  better  adapted  to  the  cultivation  of  the 
Btaplea  than  the  other  regions. 

Immediately  adjacent  to  the  Black  Belt,  north  and  south,  res- 
pectively, are  regions  of  gravelly  hilla,  grey  gnraaeic  lands,  and  long 
leaf  pine  uplands,  which  contain  white  majoritiee  of  population. 
Out  of  these  re^ons,  twenty-one  counties  have  been  selected*  for 
the  purpose  of  comparisons  with  the  twenty-one  counties  of  the 
Black  Belt. 

In  presenting  comparisons  of  the  Black  Belt  with  the  White 
CounUes  it  is  possible  to  cite  in  each  group  of  counties  striking  pai^ 
ticular  instances  of  individuals  who  have  adopted  new  and  scien- 
tific methods  of  ^riculture  with  remarkable  results.  But  agri- 
cultural records  will  tell  more  accurately  the  story  of  the  mass  of 
farmers. 

Agricultural  Records 

Id  the  counties  of  the  Black  Belts  in  1910  there  were  26,138 
white  farmers  and  76,648  negro  farmers  cultivating  1,798,056  acres 
in  cotton  and  812,982  acres  in  corn.*  The  average  production  of 
cotton  per  acre  was  0.27  of  a  bale,  and  of  corn  10.4  bushels  per  acre. 
The  cotton  acreage  in  1910  was  61,840  acres  greater  and  the  com 
acreage  140,614  acres  less  than  in  1900.  In  the  twenty-one  Whit« 
Counties  there  were  51,131  white  farmers  and  20,797  negro  farmers 
cultivating  917,143  acres  in  cotton  and  771,378  acres  in  com.  The 
average  production  of  cotton  per  acre  was  0.34  of  a  bale  and  trf 
com  H.4  bushels  per  acre.  The  cotton  acreage  was  203,880  acres 
greater  and  the  corn  acreage  102,594  less  than  in  1900. 

Two  significant  facts  stand  out  in  these  records:  the  per  acre 
yield  and  the  increase  or  decrease  of  acreage.     As  to  the  per  acre 

'Fayette,  I^iiiAr,  TuBColoosa,  Bibb,  ChilUm,  Cooha,  Elmore,  Talladega, 
Shelby,  TtUlapoosa,  Clay,  OaadtAph,  Heniy,  Dale,  Pike,  Coffin,  draubftw, 
Covington,  Eaoambia,  Conecuh,  and  Washington.  To  be  leferred  to  hereafter 
ae  White  Counties. 

■  A  farmer  or  farm  operator  according  to  the  census  definition  is  a  penon  who 
directs  the  operation  of  a  farm.  A  farm  is  all  the  land  directly  farmed  by  one  per- 
son managing  and  conducting  agricultural  operationa,  eitlier  by  his  otm  labor, 
alone,  or  by  the  aaeiBtance  of  the  members  of  hia  household  or  hiied  employeee. 
Therefore,  owners,  t«nants,  and  managers  ore  classed  as  farmers.  The  oaiBus 
classification  of  share  laborers  aa  independent  fanners  is  not  correct,  for  the 
share  system  involvee  aupervision.  The  daasification  swves  the  purpose  here, 
however. 


Digitized  byGoOgIc 


AoHicrrunraAL  ErFiciBNcr  189 

yield,  it  is  conceded  by  all  who  are  familiar  with  the  soils  of  the 
Black  Belt  and  the  White  Counties  that  by  nature  the  soils  of  the 
Black  Belt  are  much  more  fertile  and  more  adapted  to  the  culti- 
vation of  the  staples  than  the  soils  of  the  other  regions,  yet  there  is  a 
smaller  average  yield  per  acre  in  the  Black  Belt.  The  reduced 
acre^e  of  the  Black  Belt  is  due  to  the  decline  of  rural  population  as 
will  be  shown  herein  later,  and  not  to  turning  the  lands  into  other 
formB  of  agriculture.  They  are  idle  and  vacant,  turned  in  many 
instances  into  grass  fields.  In  the  White  Counties,  the  increase  is 
due  to  increase  in  rural  population  and  to  opening  up  new  lands. 
An  analysis  of  the  two  groups  of  counties  locates  more  def- 
initely the  causes  of  the  smaller  average  yield  per  acre  of  the  Black 
Belt.  In  the  counties  of  the  Black  Belt  in  which  the  negro  consti- 
tutes 62i  per  cent  of  the  population,*  the  average  yield  of  cotton  per 
acre  is  0.26  of  a  bale  and  10.5  bushels  of  com  per  acre;  in  those  coun- 
ties in  which  the  negro  constitutes  from  60  to  62)  per  cent  of  the 
population,*  the  average  yield  of  cotton  per  acre  is  0.30  of  a  bale  and 
10  busheU  of  com  per  acre.  In  the  group  of  White  Coimties  where 
the  negro  constitutes  37)  to  50  per  cent  of  the  population,*  the  yield 
of  cotton  per  acre  is  0.34  of  a  bale  and  11.4  bushels  of  com;  in  the 
counties  where  the  n^ro  constitutes  10  to  37)  per  cent  of  the  popu- 
lation,^ the  yield  of  cotton  per  acre  is  0.35  of  a  bale  and  11.5  bushels 
of  com  per  acre.  These  results  are  significant,  for  the  negro  in 
increasing  majorities  is  found  on  the  best  soils  of  the  state. 

Farm   Improvement 

Scientific  farming  includes  within  its  program  not  only  actual 
agricultural  results,  but  the  whole  life  of  the  farm :  improvement 
of  soils,  adequate  farm  buildings,  new  and  modem  implements  and 
machinery.  In  the  Black  Bdt  the  value  of  lands  and  buildings 
increased  88  per  cent  between  1900  and  1910  and  the  value  of  imple- 
ments and  machinery  increased  69  per  cent.  In  the  White  Coun- 
ties the  per  cent  of  difference  in  the  same  items  for  the  same  period 
<  RuRsell,  Macon,  Bullock,  Barbour,  Montgomery,  LowDdee,  Wilcox,  DsUm, 
Morengo,  Perry,  Hale,  Greene,  and  Sumter. 

*  Pickens,  Autauga,  Chambers,  Lee,  Butler,  Monroe,  Clarke,  and  Choctaw. 

*  Tuscalooaa,  Talladega,  Cooea,  £lmore.  Pike,  Henry,  Conecuh,  and  Wash- 
ington. 

'Lamar,  Fayette,  Bibb,  ChilttHi,  Shelby,  Clay,  lUndolph,  Tallapoosa,  Cran- 
shaw,  Dale,  Coffin,  Covington,  cmd  Eaoambia. 
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(^  time  was:  land  and  buildings,  150,  buildings  alone,  133,  imple- 
ments and  machinery,  113,  a  per  cent  of  difference  in  each  item 
twice  as  great  aa  in  the  Black  Belt. 

An  analysis  of  the  two  groups  of  counties  as  to  the  above  items 
also  reveals  striking  results.  In  the  counties  of  the  Black  Belt 
where  the  n^ro  constitutes  62^  per  cent  of  the  population,*  the 
improvements  between  1900  and  1910  were:  land  and  buildings,  75, 
buildii^  alone,  68,  implements  and  machinery,  54;  in  the  counties 
where  the  n^^o  constitutes  from  50  to  62§  per  cent  <A  the  popu- 
lation*: land  and  buildings,  108,  buildings  alone,  107,  implements 
and  machinery,  93.  In  the  White  Counties  whw«  the  negro  con- 
stitutes 37^  to  50  per  cent  of  the  population,**  the  improvements 
were:  land  and  buildings,  121,  buildings  alone,  102,  implements 
and  machinery,  96;  in  the  counties  where  the  negro  constitutes  10 
to  37J  per  cent  of  the  population,"  land  and  buildings,  171,  build- 
ings alone,  153,  implements  and  machinery,  130.  It  is  thus  evident 
that  agricultural  production  and  farm  improvements  increase  in  a 
ratio  inverse  to  that  of  the  presence  of  the  n^ro  population.  This 
is  set  forth  in  the  map — Race,  Farm  Improvements  and  Produc- 
tion." 

MovemerUs  of  Popylaiion 

The  real  condition  and  spirit  of  agriculture  are  probably  more 
accurately  revealed  in  the  movements  of  population.  Between 
1900  and  1910  the  rural  population  of  the  Black  Belt,  if  we  exclude 
four  border  counties,  decreased  37.1  per  cent.  Ten  counties  suffered 
an  average  loss  of  8.3  per  cent.**  In  rural  and  urban  populatjon 
nine  counties  '*  suffered  a  loss  of  white  individuals ;  eleveu  counties " 
suffered  a  loss  of  negroes.  On  the  other  hand,  every  county  in  the 
group  of  White  Counties  increased  in  rural  population.    The  aver- 

*  Ste  footnote  4. 

*  See  footnote  fi. 
■°5eefcx>tnote6. 
"  See  footDotfi  7. 
"  See  map, 

"  Wilcox,  Dallas,  Rusaell,  Greene,  Lowndes,  Perry,  Sumter,  Barbour,  Hale, 
Bullock. 

■•  Wilcox  771,  RuBsell  107,  Greene  295,  Lowndes  993,  Peary  94,  Sumter  295, 
Barbour  695,  Macon  245,  and  Bullock  1,013. 

"Wiloox  1,050,  Dallas  1,861,  Rumell  954,  Greene  1,169,  Lorvidu  2,764, 
Perry  468,  Pickens  970,  Sumter  3,716,  Barbour  l,fll5,  Hale  3,360,  and  Bullock  735. 
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age  increase  for  the  group  was  21.3  per  cent  in  rural  population. 
The  entire  white  population,  rural  and  urban,  increased  19  per  cent 
and  the  negro  population  20.8  per  cent. 

Such  is  the  agricultural  situation  in  the  Black  Belt  as  revealed 
by  the  records;  a  low  rate  of  production,  low  rate  of  farm  improve- 
ments and  an  actual  decline  in  rural  population.  But  the  presen- 
tation of  the  situatioD  is  not  complete  unless  we  include  those 
phases  of  rural  life  which  touch  and  interact  upon  the  agriculturfU 
problem,  those  phases  of  rural  life,  educational,  social,  and  economic, 
that  are  determiaiog  factors  in  agricuttural  efficiency.  Upon  these 
phases  of  rural  life  up-to-date  statistics  for  the  two  groups  of  counties 
are  not  available,  and  therefore  comparisons  imposuble,  but  a  sur- 
vey'* of  two  typical  White  Counties  and  one  Black  Belt  county  as 
to  improved  highways  found  the  Black  Belt  county  to  rank  third 
in  the  scale  with  only  twenty-five  miles  of  improved  highway  as 
compared  with  eighty  and  forty  miles  for  the  two  White  Counties. 
The  average  highways  of  the  Black  Belt  counties  are  the  neglected, 
crude  and  inadequate  roads  of  ante-bellum  days."  An  educational 
survey  found  conditions  more  satisfactory  in  Covington  than  in 
Macon  County.  The  question  sent  out  by  the  state  agent  for  rural 
schools,  "  If  you  were  a  leader  in  rural  districts  and  desired  to  make 
country  life  more  attractive  to  yoimg  people,  along  what  three 
lines  would  you  suggest  improvement?"  brought  the  following 
replies:  better  roads,  137,  better  schools,  187,  more  amusements, 
180,  better  churches  and  more  frequent  services,  123,  better  agri- 
cultural methods,  69,  better  houses  with  labor-saving  devices,  101, 
etc.  These  replies  are  more  descriptive  than  words  of  mine.  They 
present  the  views  of  the  boys  and  girls  who  live  in  the  rural  dis- 
tricts and  who  have  already  come  to  know  the  inadequacies  of  rural 
life,  inadequacies  that  have  inter-acted  upon  each  other  to  prevent 
efficiency  in  the  Black  Belt. 

This  general  problem  is  not  without  its  history.  It  is  the  result- 
ant of  determinant  forces  in  an  earlier  period.  The  distinguishing 
characteristics  of  the  ante-bellum  Black  Belt  was  its  agricultural 
supremacy  in  Alabama.    Its  industrial  system  was  made  up  of  the 

>*  EdueaHonat  Survey  <^  Three  Cotmtiet  in  Alabama.  Publiahed  by  State 
Department  of  Education,  July  1,  1914,  Montgomery,  Ala. 

"  Some  Black  Belt  ootmtiee  have  made  modem  inqwored  hi^waye,  not^ly 
MoDtgomeiy  and  Dallas  counties. 
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big  plantations  as  the  iDdustrial  units,  and  the  domiiiaiit  feature 
of  these  units  was  organization  and  management,  which  made  this 
the  region  of  supremacy  in  Alabama.  But  the  upheaval  of  the 
sixties  shattered  this  industrial  oi^aaization  and  destroyed  this 
supremacy.  In  the  confusion  and  disorders  of  society  that  followed 
the  Civil  War,  the  Black  Belt  lost  many  of  the  men  who  had  given 
dignity  and  strength  to  its  former  civilization.  Many  planters  in 
the  unsettled  conditions  of  labor  did  not  care  to  attempt  farming 
and  moved  out  of  the  state;  others  unable  to  realize  on  their  holdings 
gave  up  farmii^  and  went  to  the  towns  and  cities;  still  others,  seek- 
ii^  better  educational  and  social  advantages,  went  to  the  places 
where  these  were  to  be  found.  The  result  was  that  the  lands  of 
the  Black  Belt  were  left  largely  in  the  bands  of  the  listless,  ignorant 
and  unskilled  negro.  William  F.  Sanford  writing  in  1870  described 
this  condition: 

We  ftre  today  poorer  than  we  were  od  the  day  ot  the  aurretida'  of  the  Southern 
smuee.  Otu-  carpet  baggers  and  negro  scalawags  have  imposed  intolesable  tax- 
ation upon  a  people  already  crushed  to  earth.  A  deep  and  sullen  gkmm  is  settling 
upon  the  Southern  heart.  Twelve  cents  for  cotton  and  one  hundred  and  fifty 
doUon  and  rations  for  a  negro  idler,^for  laborer  he  will  not  be, — winds  up  the 
plantation  business.  All  this  great  staple  producing  area  ia  eaaentiotly  upon  the 
sheriff's  block. " 

In  the  adjustment  of  labor  to  the  new  conditions  of  freedom  the 
negro  was  employed  largely  under  two  forms  of  tenantry:  the  rent- 
ing system  and  the  share  system.'*  Since  the  beginning  of  the 
system  the  renting  negro  has  been  without  supervision  and  control. 
By  the  lien  law  he  was  able  to  obt^n  supplies  from  merchants  of 
nearby  towns,  and  being  obligated  for  only  so  much  rent,  he  farmed 
according  to  his  own  pleasure  and  judgment,  with  the  result  that 
the  farm  on  which  he  worked  consistently  deteriorated.  The 
ditches  grew  up  with  grass,  the  soil  washed  away,  fences  and  houses 
decayed,  roads  went  unkept,  and  there  arose  in  the  land  the  saying, 
"The  n^ro  renter's  foot  is  poison  to  the  soil."  On  the  other  hand 
the  share  system  has  involved  a  degree  of  control  by  white  men, 
close  in  some  instances,  indifferent  in  others.  The  white  planters 
who  remained  on  the  plantation  after  the  war,  employed  largely  the 
share  system,  sometimes  a  combination  of  share  and  renting.    Un- 

>■  Letter  of  William  F.  Saofonl.  TraTttactumt  0}  Alabama,  HUtory  Sodttj/ 
Vol.  IV. 

'■  The  wage  system  was  at  first  tried  but  that  hu  been  steadily  on  the  decline. 
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Her  tias  eystem  gIohg  supervtsioD  was  necessary,  else  failure  and  rain 
were  certain.  Consequently  these  men,  even  though  their  abilities 
were  great,  had  their  time  and  energies  consumed  in  this  atrophyii^ 
routine  of  drudgery.  To  the  woes  of  supervising  listless  n^ro 
labor  were  added  the  distresses  of  the  iniquitous  credit  system.  The 
life  of  the  post-bellum  Black  Belt  {banter  therefore  was  a  stn^f^e 
for  dire  economic  existence.  It  is  little  wonder  that  be  lost  bis 
independence  and  his  vision.  Little  wonder  that  the  arts  of  rural 
life  went  undeveloped  and  that  a  condition  of  inefficiency  settled 
upon  the  Black  Belt  which  has  not  been  removed  today. 

The  history  of  the  White  Counties  is  different.  When  in  the 
ante-bellum  period  the  competition  between  industrial  units  took 
place — a  competition  that  inevitably  took  place  between  the  large 
planters  and  the  small  farmer — the  small  farmer  was  pushed  to  the 
uplands  and  the  region  thought  by  the  planters  infertile  and  unsuited 
for  cultivation  of  the  staples.  This  process  in  Alabama  resulted 
in  majorities  of  white  population  in  the  uplands  and  Piedmont 
re^on,  and  an  industrial  system  made  up  of  the  small  democratic 
farm.  The  effect  of  emancipation  on  these  r^ons  was  to  free  thar 
industrial  system  from  competition  with  the  wholesale  system  of 
the  Black  Belt.  From  the  devastation  and  demolition  of  the  war 
the  White  Counties  suffered  greater  losses  than  the  Black  Belt,  and 
they  had  less  capital  and  equipment  to  begin  with  after  the  war,**  but 
from  the  nature  of  their  industrial  organization  readjustment  was 
eafder,  quicker  and  more  complete.  Since  1870  these  regions  have 
marched  steadily  ahead  of  the  Black  Belt  in  production  and  in 
agricultural  importance  in  the  state.  Their  lands  are  less  fertile 
than  the  lands  of  the  Black  Belt,  but  by  the  use  of  commercial 
fertilizers,  rotation  of  crops  and  modern  methods  of  farming,  they 
are  giving  illustration  of  the  pMsibilities  of  greater  agricultural 
efficiency  through  scientific  management. 

It  is  clear,  I  think,  that  conditions  in  the  Black  Belt  are  out  oi 
harmony  with  other  parts  of  the  state,  and  out  of  harmony  with 
the  times."  If  we  translate  these  conditions  in  terms  of  dollars  it 
means  that  the  state  is  losing  millions  of  dollars  annually.  Suppose 
the  average  production  per  acre  of  the  Black  Belt  were  raised  to  ibe 

"  Beam*tnietum  m  Alabama.    VJeaiiag,  page  713. 

*>  There  kre  oortain  nudei  of  modem  methods,  for  iostaoce  at  Uniootown, 
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average  production  of  the  White  Counties,  upon  a  conservative 
estimate  it  would  add  fifteen  million  dollars  to  the  state's  wealth. 
Ruse  the  average  production  of  the  Black  Belt  to  half  a  bale  of 
cotton  per  acre  and  thirty  million  dollars  or  more  will  be  added  to 
the  State's  wealth.  To  put  it  more  emphatically,  the  state  is  losing 
each  year  approximately  thirty  million  dollars  by  the  continuation 
of  the  conditions  in  the  Black  Belt. 

It  is  evident  that  the  crux  of  the  problem  in  the  Black  Belt  is  the 
color  and  form  of  tenantry,  for  greater  agricultural  efSciency  through 
scientific  management  is  impossible  bo  long  as  the  crude,  ignorant 
negro,  unsupervised  and  undirected,  tills  the  soil.  But  it  merits 
little  and  accomplishes  less  to  discover  an  ill  condition  and  stop 
with  censure.  The  state  faces  a  condition,  not  a  theory.  These 
facts  serve  to  reveal  the  stupendous  task  of  the  state  in  the  devel- 
opment of  efficient  agriculture  in  the  Black  Belt. 

The  problem  resolves  itself,  in  the  first  place,  into  one  of  im- 
proving rural  conditions  of  living  so  that  rural  life  will  become  at- 
tractive. Improve  rural  conditions  by  the  estabUshment  of  improved 
highways,  cooperative  agencies,  and  better  educational  facilities, 
that  those  who  have  left  the  farm  may  hear  the  call  back  to  the  soil, 
and  that  the  young  men  and  the  youi^  women  already  on  the  farm 
may  find  the  gratification  of  life's  ambitions  there!  Such  an  effort 
as  this  will  raise  the  price  of  land  to  the  point  where  it  will  remain 
no  longer  idle  or  tilled  altogether  by  unsupervised  and  unscientific 
tenantry.  But  their  values  will  be  such  that  they  will  be  manned 
by  competent  white  farmers  and  independent  negro  tenantry  will 
decrease." 

In  the  second  place,  a  greater  vision  must  be  given  to  the  farm- 
ers. Where  there  is  no  vision  the  farmers  err.  A  farmer  in  the 
Black  Belt  who  has  been  farming  for  thirty  years,  and  considered 
one  of  the  best  in  his  community,  remarked  to  me,  "I  am  just  be- 
ginning to  Imow  how  to  farm;  I  am  just  beginning  to  catch  the 
vision;  I  have  been  without  it  all  these  years."  This  man  is  catch- 
ing the  spirit  of  scientific  agriculture.  Give  this  vision  to  the 
farmers  and  the  movement  will  proceed  from  within  outward.  The 
possibilities  of  greater  agricultural  efiiciency  in  the  Black  Belt  can 

"  With  the  riee  in  the  price  of  lands,  renting  decreases  and  the  ihaiea  system 
incnasee.  This  is  tnw  in  the  white  counties  of  Alabama,  also  in  the  white  coun- 
ties  of  Georgia. 
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be  unfolded  in  such  a  manner  that  the  farmerB  may  catch  the 
vifflon. 

In  the  third  place,  the  negro  in  the  Black  Belt  must  be  taught 
agriculture.  We  do  not  believe  that  the  great  masa  of  these  people 
are  capable  or  wiUing  to  follow  the  rules  of  acientific  agriculture, 
but  that  some  will  and  can,  has  already  been  demonstrated  in  Alar 
bama."  Agricultural  instruction  for  the  negro  in  the  Black  Belt 
appears  to  be  a  well  nigh  hopeless  task  because  of  the  overwhehning 
ratio  of  blacka  to  whites.  Here,  by  fact  of  the  great  numerical 
majority,  the  negro  loses  the  influence  of  the  white  man's  example. 
Removed  from  proximity  to  his  landlord,  he  cultivates  according 
to  his  own  methods,  which  by  the  very  nature  of  the  case  are  crude, 
unscientific,  and  unprofitable.  Tenant  for  the  year,  he  cares  only 
for  the  year's  crop,  and  that  none  too  seriously,  so  long  as  supplies 
are  furnished  him.  The  same  crops  are  planted  on  the  same  lands 
year  after  year,  imsustwied  by  fertihzera  and  unstirred  save  by  the 
merest  attempt  at  ploughing.  So  thriftless  are  his  manners  of  living, 
BO  improvident  his  methods  of  agriculture,  that  they  give  illustration 
in  our  midst  of  that  tribe  of  South  American  Indians,  who,  while 
being  taught  agriculture  by  missionaries,  killed  thmr  ploi^h  oxen 
when  they  had  felt  hunger  aft^  the  first  day's  labor.  However 
hopeless  the  task  may  appear,  the  great  economic  waste  of  the  negro's 
methods  of  agriculture  ui^e  the  undertaking. 

The  very  hindrances  the  negto  presents  to  the  white  fanners 
by  his  crude  methods  are  reasons  in  themselves  for  some  kind  of  agri- 
cultural instructions  for  the  n^p^.  That  the  negroes'  method  of 
farming  is  a  direct  economic  waste  is  a  palpable  ijiith;  that  the 
crude  and  wasteful  methods  of  the  negro  farmer  tend  to  make  the 
methods  of  the  white  farmer  less  excellent  and  less  scientific 
is  equally  true  if  not  so  self-evident.  Tbe  white  farmer  who 
deals  with  ten  or  twelve  negro  tenants  finds  his  own  standard 
lowered  through  the  conditions  of  his  contact  with  their  lees  de- 
veloped habits  of  efficiency.  He  may  be  ever  so  exacting  and  de- 
termined in  the  standard  of  his  methods  when  he  undertakes  the 
enterprise,  but  he  will  awake  to  find  himself  compromising  his  stan- 
dards with  those  of  the  crude  farmer  under  him.  This  truth  operates 
over  the  entire  Black  Belt  to  reduce  its  ^ricultural  efiSciency.  The 
tenant  supervised,  and  the  tenant  unsupervised,  affect  the  wfait« 
**  The  negro  schools  sa  community  centera  in  Macon  County — EdwcaHemal 
Survey  of  Three  CowUiea  tffAliAama. 
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fanners  of  the  regioii  with  the  drag^g  pull  of  their  low  and  crude 
methods.  There  is  something  oti^asic  even  in  the  nature  of  the 
unity  of  the  society  of  farmers.  As  within  our  physical  being  the 
improper  functioning  of  one  organ  hinders  the  body  as  a  whole, 
so  within  the  general  order  of  society,  the  low  or  unprc^ressive  group 
is  a  deterring  force.  So  it  is  that  the  crude  methods  of  the  negro 
farmer  in  the  Black  Belt  pull  downward  the  standards  of  the  white 
farmer.  This  is  nothing  more  than  a  fact  of  life;  it  is  nothing  less 
than  the  tragedy  of  habitual  self-adjustment  to  lower  conditions 
of  life  and  to  feebler  notions  of  excellence. 

Not  only  is  it  true  that  a  group  which  is  declining  in  efficiency 
has  a  tendency  to  pull  the  stronger  in  the  descending  processes  of 
its  ruin,  or  if  it  be  at  stagnation  point  to  impart  something  of  its  dead 
spirit  to  the  living  body  of  the  other,  but  a  group  which  is  low  has  a 
tendency,  if  it  be  growing  in  efficiency,  to  exert  an  upward  pressure 
on  the  stronger.  This  is  to  say  that  one  of  the  ways  to  enable  the 
white  farmers  of  the  Black  Belt  to  become  better  and  more  acien< 
tific  farmers  is  to  teach  the  negro  better  methods  of  agriculture. 
Such  a  process  would  aid  the  white  farmers  by  the  direct  contri- 
bution of  an  advancing  efficiency  both  aa  to  the  execution  of  details 
and  to  the  lai^;er  policy  of  production.  How  often  does  the  com- 
plaint go  up  from  the  farmer  of  the  Black  Belt  that  scientific  ^ri- 
culture  is  impoeuble  so  long  as  the  negro  is  the  laborerl  Modem 
machinery  cannot  be  used  because  he  knows  not  how  to  operate  it. 
Valuable  accessories  to  the  plantation  he  knows  not  the  value  of. 
Harness  he  leaves  in  the  field  to  mould  in  the  coming  rain,  culti- 
vators where  the  last  furrow  was  ploughed,  binders  or  reapers  where 
the  last  grain  was  thrashed.  Lacking  in  that  sense  of  value,  of 
thrift,  and  of  economy,  he  forces  the  white  farmer  to  that  inade- 
quate and  inefficient  policy  that  has  bound  the  South  since  eman- 
cipation. But  the  employer  of  an  improving  and  savii^  negro 
labor  may  modernize  his  methods.  As  his  labor  becomes  more  in- 
telligent in  agriculture  it  becomes  less  wasteful,  and  thereby  relieved 
somewhat  of  the  minute  and  nerveraoking  supervision  of  ignorant 
and  careless  labor,  he  may  give  more  attention  to  a  sounder  economy 
and  a  broader  outlook  for  the  plantation.  So,  too,  improved  knowl- 
edge of  agriculture  among  tenants  supervised  and  tenants  unsupei^ 
vised  will  not  only  reduce  the  pull  downward  of  the  white  farmers' 
standards,  but  will  exert  an  upward  pressure.     If  the  negro  farmer 
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be  growing  in  efficiency  tlie  white  farmer  will  likewise  grow  in  order 
to  maintain  hie  relatively  higher  standard.  This,  too,  is  nothing 
more  than  a  fact  of  life;  it  is  nothing  teas  than  the  hopeful  policy 
by  which  the  Black  Belt  will  be  raised  from  its  present  backward 
and  ineCBcient  economic  position. 
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DEVELOPMENT  OF  STANDARDS  IN  MUNICIPAL 
GOVERNMENT 

Bt  HhNRT  BBDtBB, 

Cbamberlun,  New  York  City. 

To  diacuss  broadly  the  development  of  staudarda  in  American 
city  government  would  require  complete  consideration  of  the  new 
temper  and  quality  of  civic  administration  throughout  the  country. 
In  conunon  use,  the  word  "standard"  connotes  quality  of  conduct 
and  character  of  service.  "Standards  of  ef&ciency,"  "business  stand- 
ards," "standards  of  economy,"  are  phrases  now  in  frequent  use  in 
city  government  talk.  They  express  vaguely,  perhaps,  but  never- 
theless suggestively,  the  new  juxtaposition  of  ideas  in  reference  to 
city  government,  and  imply  that  there  are  positive  tests  available, 
if  as  yet  unformulated,  for  measuring  the  quality  of  city  govern- 
ment. 

These  phrases  are  to  a  large  degree  the  product  of  the  recent 
regeneration  of  American  city  government.  Before  commission 
government,  bureaus  of  municipal  research,  and  the  city  manager 
plan,  there  were  no  concepts  of  standards  for  city  government 
except  with  regard  to  the  virtue  or  morality  of  public  officials. 
Testa  applied  to  city  activities  were,  therefore,  negative  rather  than 
positive.  Manifestations  of  effectiveness  were  not  measured  against 
an  ideal  of  maximum  effectiveness,  but  against  the  shades  and  shad- 
ows of  conventional  civic  incompetence  and  corruption. 

Standardization  is  a  part  of  the  process  of  creating  objective 
tests  for  various  municipal  activities.  The  present  development  of 
standards  in  city  government  represents  the  efforts  of  the  analysts 
of  civic  management  as  well  as  of  civic  administrators  to  develop 
efficient  practices  and  to  establish  teste  for  measuring  the  effective- 
ness of  city  work. 

Standardisation  may  mean  any  one  or  all  of  the  following: 

1.  The  applicaiion  of  accumvlaUd  and  analyzed  experience  in 
revped  oj  the  past  performancea  of  specific  services  or  funct. 
tioM  to  the  future  or  current  performances  of  suck  services 
orfwncHona,  , 
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S.  The  tdabUthmettt  of  a  scale  of  merit  for  meaauring  mIum  tn 

work,  aermesB,  8upj^ie»,  maierialg,  etc. 
S.  Deviainn  atructvret  or  paiU  of  strwivres  so  thai  they  may  be 
bett  adapted  to  their  proapedioe  uses  and  auaeeptibU  of  ready 
reproduction,  replacement  or  interchaitfie. 
4.  The  development  of  exemplary  proceesea  for  the  performance  of 
^Bork  of  a  specific  character  or  for  dassea  of  work,  or  for  gen- 
eral application  where  like  work  u  performed  under  like  or 
cloa^y  similar  conditions,  or  for  gavging  the  efficiency  ofmeth- 
ode  already  in  use. 
In  each  of  the  foregoing  relatioiu  standarda  may  be  objectively 
represented  in  the  form  of  specificationB,  procedures,  physical 
product  or  work  methods.    They  are  of  no  value  unless  tiiey  can  be 
BO  objectivdy  expressed  and  thus  made  to  serve  as  a  denominator 
for  measuring  ct^nate  services  or  products  by  the  public  (consumers 
or  citizens),  by  administrators,  and  by  those  who  perform  or  con- 
trol the  work  of  administrators. 

In  government,  standards  are  of  practical  value  in  promoting 
efficiency:  (1)  as  a  basis  for  measuring  needs  with  respect  to  which 
services  are  to  be  performed;  (2)  for  determining  appropriations  of 
funds  by  means  of  which  services  are  to  be  performed ;  (3)  for  guiding 
administrators  in  performing  such  services;  (4)  for  establishing  a 
scale  of  compensation  equated  to  the  value  of  work  performed; 
(5)  for  equating  values  with  prices  paid  for  supplies;  (6)  for  guiding 
the  selection  of  personnel,  materials,  supplies  and  equipment  in 
accordance  with  the  requirements  of  prospective  service  or  use; 
(7)  for  regulating  the  routine  performance  of  duties  by  the  various 
int^ral  parts  of  the  ott;anization;  (8)  for  providing  in  various  rela- 
tions the  means  of  conmion  understanding  between  public,  offi- 
cials, administrators,  appropriating  bodies,  etc. 

Standardisation  means  the  formulation  of  definite  concepts 
with  respect  to  the  elements  of  administration  as  opposed  to  vague 
generalised  impressions. 

Standardisation  provides  a  common  language  for  the  diacus- 
sion  of  the  problems  of  a  specific  business,  both  as  between  the  pub- 
lic (oitisena,  consumers  or  stockholders)  and  administrator,  and  as 
between  administrators. 

The  method  of  standardisation  varies  with  the  nature  of  the 
problem  under  con^deration.     As  between  the  application  of  the 
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principle  of  standardisation  to  public  and  private  business,  there  is 
this  fundamental  difference:  In  private  buoness  there  has  l>een 
developed  a  body  of  recorded  information  respecting  processes, 
organization,  etc.,  acquiring  somewhat  the  character  of  a  science,  as 
in  banking.  This  recorded  information  is  generally  lacking  in 
government,  and  if  it  were  present  would  be  of  little  value  because 
of  the  low  order  of  effectivenees  of  past  governmental  services. 
Standardization  in  government  is,  therefore,  empirical,  except  in 
so  far  as  experience  and  consequent  method  devised  in  private 
enterprise  are  applicable  to  governmental  functions. 

In  many  Gelds  of  private  administration,  standards  have 
evolved  gradually  during  a  long  period  of  effort  to  conduct  the  par- 
ticular enterprise  with  maximum  efficiency.  In  government,  the 
de«re  for  effectiveness  on  the  part  of  officials,  and  the  ability  of  the 
pubhc  to  enforce  its  demands  for  efficiency,  are  of  such  recent  origin, 
that  in  order  to  bring  government  practices  up  to  best  attainable 
levels,  it  has  been  necessary  to  undertake  the  conscious  formulation 
of  standards. 

It  will  be  clear,  of  course,  that  the  methods  employed  in  devel- 
oping standards  in  city  government  are  in  large  degree  applicable 
to  private  business  as  well,  because  the  methods  of  private  business 
are  susceptible  to  improvement  through  study,  analysis,  precise 
formulation,  etc.  Thus,  compensation  in  private  business  is  gen- 
erally  as  unstandardized  as  in  public  business,  bo  far  as  salaries  are 
concerned.  In  many  fields  of  private  enterprise  prices  for  labor  are 
wholly  devoid  of  standardization,  even  in  the  same  industry,  be- 
cause subjective  tests,  generally  in  the  form  of  haggling,  are  em- 
ployed in  fixing  the  compensation  rather  than  objective  tests  in  a 
form  calculated  to  ascertain  value  of  Bervices  performed,  livii^ 
requirements,  ete.  In  many  respects,  obvious  to  students  of  ad- 
ministration, standardisation  is  as  necessary  in  private  business  as 
in  pubhc  businees. 

Because  of  the  extensive  oharaoter  of  New  York  City's  program 
in  standardisation,  as  well  as  because  of  the  ainularity  of  problems 
of  administration  in  government  to  thoee  existing  in  private  enter- 
prise, New  York's  enceptional  present  efforts  to  develop  standards 
will  be  of  value  not  only  to  other  munioipalitiefl,  but  in  many  respects 
to  private  enterprise. 

A  prefatory  word  may  be  swd  r^arding  the  origin  of  standard- 
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isatioQ  ID  cities.  The  fint  attempt  to  Btaodardizatioo,  bo  far  as 
I  know,  was  io  reference  to  spedfications  for  paving.  Paving  con- 
struction in  New  York  and  in  otJier  American  dties  was  trouble- 
some for  many  years,  because  of  the  lack  of  technical  information 
OD  the  part  of  city  representatives  respecting  the  nature  of  paving. 
Contractors'  guarantees  were  relied  on  to  ensure  satisfactory  pave- 
ments, with  the  result  that  throughout  the  city  there  developed  the 
greatest  inequality  in  paving  conditions  resulting  in  public  concwn 
regarding  the  use  of  vast  appropriations  for  paving  purposes. 

Standard  specifications  were  evolved,  first  to  control  the  use 
of  funds  appropriated  to  different  divisions  of  the  government 
for  paving,  and  subsequently  to  formulate  the  technical  experimce 
of  the  city,  supplementing  or  opposed  to  the  technical  experience 
of  engineers  employed  by  contractors  and  ensuring  for  the  city  a 
pavement  of  suitable  character.  Through  the  provision  of  uniform 
specifications  for  paving,  the  appropriating  authorities  of  the  city 
set  up  the  first  objective  use  test  iot  measuring  appropriations. 
Similarly,  the  board  of  education  through  its  architectural  depart- 
ment had  developed  a  standard  type  of  school  building,  not  bo  much 
to  control  the  use  of  funds,  as  to  facilitate  the  construction  of  schotd 
buildings  by  utilizing  the  accumulated  experience  of  the  depart- 
ment in  planning  a  type  of  building  best  adapted  for  New  York 
City's  school  purposes. 

It  was,  however,  rather  as  an  incident  to  the  control  of  appro- 
priations made  by  the  fiscal  authorities,  than  as  a  means  of  plan- 
ning and  directing  administrative  activities  by  the  executive  branch 
of  the  city  government,  that  the  process  of  standardisation  devel- 
oped in  New  York.  As  now  worked  out  it  includes  the  following 
major  lines  of  activity: 

Standardization  of  supplies,  materials  and  equipment. 

Standardisation  of  salaries. 

Standardization  of  accounting,  payroll  preparation,  voucher 
processes,  office  practice,  reporting,  etc. 

Standardization  of  purchasing  practice. 

Standardization  of  work  methods. 

Standardization  of  principles  of  management. 
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StandardUaiion  cf  Supj^iea  Specificatiima 
Standu'dization  of  supplies  Bpecifications  promotes  efficiency 
from  three  standpointe: 

1.  Fromthestandpoint  of  theuserof  BUpplles. 

2.  From  the  standpoint  of  the  vendor. 

3.  From  the  standpoint  of  those  reapon»ble  for  the  appropri- 

ation and  administration  of  funds. 

The  work  of  supplies  etandardisation  has  been  in  progress  in 
New  York  laaee  1910.  It  has  proceeded  slowly  for  several  reasons, 
the  most  conspicuous  being  the  absence  of  precedent  and  the  in- 
adequacy of  the  machinery  provided  for  the  development  of  stand- 
ards.  The  task,  however,  has  been  one  of  prodigious  proportions 
involving  the  analysis  and  description  of  some  22,000  articles  in 
current  use  in  various  city  departments,  and  annual  expenditures 
of  some  $15,000,000. 

To  prepare  standard  specifications  for  suppfies,  the  following 
steps  are  necessary :  First,  the  use  to  which  the  supply  is  put  must 
be  determined,  then,  whether  the  particular  character  of  supply 
currently  requisitioned  is  best  adapted  for  the  purposes  served. 
These  being  determined,  the  essential  qualities  and  characteristic 
of  the  supply  must  be  ascertained  ^ther  by  the  advice  of  practical 
experts  or  by  technical  analysis.  The  results  of  this  advice  or  an- 
alysis  must  then  be  formulated  into  terms  which  are  understand- 
able in  the  trade,  susceptible  of  easy  enforcement  and  permiswve 
of  competition  among  vendors.  These  steps  having  been  taken 
there  are  available  for  the  use  of  purchaang  agents,  specifications 
calling  for  carefully  selected  articles  designed  to  satisfy  the  use 
requirements  of  requimtioning  departments. 

In  Kew  York  standardisation  of  supplies  has  gradually  de- 
veloped the  basis  for  an  efficient  central  purchasing  plan,  making 
possible  the  consolidation  of  tbe  requirements  of  a  large  number 
of  different  departments  into  joint  contracts  for  purchase.  Now, 
when  forage,  food  supplies,  such  as  meats,  coffee,  canned  goods, 
etc.,  coal  chemicals,  soap,  etc.,  are  requisitioned  by  any  one 
of  ten  or  fifteen  consuming  departments  of  the  city  government, 
tbe  requisition  expresses  a  quickly  understood  requirement  and 
leads  to  a  purchase  which  provides  for  every  branch  of  the  city 
government  having  like  needs  a  supply  of  like  character.  Before 
'  standardization,  a  requisition  for  coal  had  a  different  meaning  in 
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every  one  of  the  thirty-two  departmenta  consuming  ooal  in  the  dty. 
A  requimtion  for  aoap  meant  only  what  the  dealer  found  it  profitable 
to  have  it  mean.  It  is  inconcravable  that  supplies  may  be  pur- 
chased efficiently  without  Btandardisatioc.  Nether  can  they  be 
efficiently  used  or  intelligently  deored  unless  supply  requirements 
of  the  umng  institution  have  been  subjected  to  the  processes  now 
implied  by  the  term  "standardisation." 

SlandardizaHon  of  ScdarUs 

In  governinent,  wages  and  salaries  represent  the  principal  part 
of  the  annual  outlay.  Unscientific  determination  of  personal 
service  compensation  rates  has  been  a  principal  cause  of  munidpa] 
inefficiency.  New  York,  Chicago,  Milwaukee,  Pittsburgh  and  one 
or  two  other  cities  have  recency  undertaken  to  re-order  salary 
schedules  on  the  basis  of  a  standard  classification  of  portions  and 
the  adjustm^tt  of  rates  to  the  character  of  work  and  its  relative 
value  in  the  field  of  city  employment.  The  procedure  involves,  first, 
an  analysis  of  work  actually  performed  by  units  or  groups  in  an 
organization,  consideration  of  the  feaubility  of  readjusting  work 
so  as  to  make  existing  compensation  or  dedrable  compensation  more 
appropriate  to  the  position,  or  adjustment  of  compensation  up  or 
down  to  conform  with  rates  paid  for  umilar  service  elsewhere  in  the 
government  or  in  private  employment. 

In  practice,  the  application  of  a  standard  plan  of  compensation 
to  an  existing  schedule  is  likely  to  involve  either  the  ungrateful  task 
of  reducing  salaries,  or  the  alternative  of  waiting  for  vacancies  to 
readjust  compensation -for  the  appointment  of  fresh  incumbents. 
Standards  may  be  applied  with  ease,  of  course,  to  new  positions  as 
they  are  created,  and  wherever  an  increase  of  compensation  will 
result  by  reason  of  existing  underpayment  or  underas^gnment  of 
duties. 

New  York  City,  through  its  bureau  of  standards,  has  prepared 
a  plan  of  promotion,  a  standard  classification  and  uniform  rates  for 
the  several  grades  in  the  fifteen  primary  divi^ons  of  city  service.' 


>  These  divLsioiu  el 

re  u  follows: 

Social  and  Educational 

Police 

Legiatatiye 

Sul>-Profe8sioiuJ 

Institutional 

Judicial 

Inspectkuutl 

BtnwtCleaniiis 

Clfirioal 

Skilled  TnukB 

Custodial 

Labor 
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This  work  is  perhaps  the  first  comprehensive  attempt  made  to 
determine  a  scheme  of  compensation  based  upon  the  value  of  work 
performed,  its  relation  to  other  grades  and  classes  of  work  required 
by  the  institution,  and  the  considerations  of  standards  and  cost  of 
living,  special  quahfication  required,  opportunities  for  advance- 
ment, provision  of  superannuation  pensions,  etc.  The  New  York 
work  furnishes  a  basis  for  considering  compensation  in  all  fields  of 
activity,  public  and  private,  and  is  the  first  attempt  to  supplant  the 
haphazard,  bargaining,  accidental  determination  of  salary  rates 
with  a  definitely  formulated  plan  of  compensation  based  on  such 
principles  as  experience  evolved  from  employing  and  paying  up- 
wards of  80,000  employees  has  suggested. 

The  field  of  compensation  standardization  is  so  broad  that  one 
is  not  safe  in  generalizing  on  a  brief  statement  of  the  elements  of 
the  problem.  It  may  be  said  at  this  time,  however,  that  a  rational 
plan  of  compensation  is  the  first  requirement  of  efficient  organi- 
zation, and  indispensable  to  just  and  successful  management  of  a 
large  body  of  employees.  The  field  of  salaries  and  wages  furnishes 
one  of  the  most  inviting  opportunities  for  constructive  effort,  not 
only  in  government  but  also  in  industries  and  mercantile  activity. 

One  is  inclined  to  picture  an  institution  ordered  by  some  ar< 
bitrary  process  of  regimentation  when  considering  the  complete 
application  of  standards  to  administration.  The  fact  is,  however, 
that  an  essential  element  of  standardization  is  the  recognition  of  the 
necessity  of  divergencies  from  the  standard.  This  is  true  in  regard 
to  compensation,  forms  of  organization  and  even  details  of  proce- 
dure, for  no  two  oi^^isationa  can  be  made  identical  unless  the 
elements  involved  in  the  organizations  are  identical.  In  city  govern- 
ment this  rarely  happens.  But  there  are  certain  elements  of  rou- 
tine administrative  procediure  which  may  be  patterned  on  a  common 
model  under  varying  forms  of  organization.  Thus,  there  have  been 
installed  in  New  York  City  standard  accounting  practices  in  the 
several  departments,  uniform  methods  of  payroll  preparation, 
standard  filing  systeinB,  methods  for  handlii^  correspondence,  etc. 
These  routines,  with  modifications  in  detail,  may  be  applied  as  an 
aid  to  efficient  administration  throughout  a  city  government.  So 
much  has  been  said  of  this  aspect  of  the  problem  of  ordering  prac- 
tice to  conform  to  the  formulation  of  comparative  experience,  that 
I  need  only  refer  to  it  in  pas^ng. 
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Least  haa  been  done  in  the  most  important  field  of  activity  to 
which  standards  may  be  applied,  namely,  the  actual  processes  of 
operation  themselves.  In  1913  the  board  of  estimate  and  appor- 
tionment in  New  York  established  a  diviMon  of  efficiency  to  make 
detailed  examinations  of  methods  employed  in  the  conduct  of  pub- 
lic business,  and  by  tests  to  establish  a  standard  routine  for  the 
performance  of  work.  Studies  were  made  in  the  borough  of  Rich* 
mond  of  various  public  works  activities,  and  as  a  result  of  long 
experiments  in  planning  work,  organizing  gangs,  arrangiDg 
for  delivery  of  material,  devising  records  to  govern  the  performance 
of  work,  the  formulation  of  specific  instructions,  etc.,  standard 
routines  were  evolved.  These  have  as  yet  failed  of  application  to 
other  sections  of  the  city  where  similar  work  is  done,  because  of 
decentralized  responubility  and  the  persistence  of  a  spirit  of  indi- 
vidual freedom  in  the  management  of  public  departments,  which  is 
one  of  the  principal  embarrassments  to  efficient  municipal  admin- 
istration. 

Similar  analyses  of  work  problems  and  methods  are  now  in 
progress  in  the  department  of  street  cleaning.  An  average,  typical 
section  of  the  city  has  been  selected  for  the  development  of  model 
methods  for  general  application.  Here,  as  in  other  similar  problems, 
observation,  analysis,  recording,  comparison,  testing  and  measure- 
ment of  results  by  a  standard  or  ideal  established  as  a  goal,  are  the 
methods  pursued  in  evolving  a  standard,  efficient  practice. 

It  is  proposed  to  apply  the  same  method  to  every  branch  of  city 
activity.  This  has  already  been  done  in  numerous  fields.  Indeed, 
the  process  of  analysis  has  somewhat  outrun  the  actual  application 
of  the  results  of  analysis  by  administrators.  But  not  until  New 
York  obtains  a  greater  degree  of  centralized  authority  in  adminis- 
tration so  much  needed,  will  it  be  able  to  apply  standards  to  its 
multifarious  fields  of  activity.  Theoretically,  the  opportunity  for 
standardization  runs  from  end  to  end  of  city  government.  There  is 
first  the  study  of  the  field  of  municipal  activity,  to  learn  what  are 
the  problems  to  be  solved  and  what  service  standards  are  to  be  ob- 
served in  solving  them.  Thus,  it  is  not  enough  to  Btandardise 
methods  of  street  cleaning,  a  standard  of  cleanliness  must  be  de- 
termined  as  a  prerequisite.  In  determining  a  standard  of  cleanliness, 
it  is  necessary  to  consider  health  and  comfort  requirements,  cost 
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limitationB,  efficiency  in  equipment,  limitations  imposed  by  traffic, 
habits  of  street  users,  or  reddents,  etc. 

Efficient  administration  involves  as  a  continuing  process  the 
formulation  of  standards  and  their  revision  with  changing  condi- 
tions. Gradually,  in  this  way,  a  body  of  experience  and  method 
will  be  developed  under  which  a  city  government  may  be  conducted 
up  to  the  level  of  efficiency  which  the  knowledge  and  capacity  ob- 
tuned  from  years  of  analytical  conduct  of  the  activities  of  govern- 
ment will  have  produced.  New  York  Is  fairly  well  launched  on  a 
prc^am  of  standardisation.  It  is  formulating  principles  of  adminis- 
tration by  which  to  test  its  standards.  More  and  more  it  is  recog- 
nizing that  no  hmitations  may  be  placed  upon  the  effectiveness  of 
city  service  except  the  changing  limitations  of  human  knowledge  and 
abihty.  The  apologist  has  played  his  part  and  exhausted  the  array 
of  excuses  which  have  heretofore  been  accepted  in  lieu  of  efficient 
municipal  service.  Standardisation  is  both  a  challenge  to  city 
administrators  and  the  means  by  which  they  are  able  to  answer  to 
demands  for  greater  effectiveness  in  city  management. 
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WHAT  SCIENTIFIC  MANAGEMENT  MEANS  TO  AMERI- 
CA'S INDUSTRIAL  POSITION 

Bt  Frank  B.  Gilbbbth 

and 

Lillian  Mollbr  Gilbrbth,  Ph.D., 

Providtaice,  R.  I. 

There  is  some  confuaion  today  as  to  the  meaning  of  Bciestific 
manageinent.  This  concerns  itself  with  the  nature  of  such  manage- 
ment itself,  with  the  scope  or  field  to  which  such  management 
applies,  and  with  the  aims  that  it  desires  to  attain.  Scientific  , 
manE^ment  is  simply  management  that  is  based  upon  actual 
measurement.  Its  skilful  application  is  an  art  that  must  be  ac- 
quired, but  its  fundamental  principles  have  the  exactness  of  scien- 
tific laws  which  are  open  to  study  by  everyone.  We  have  here 
nothing  hidden  or  occult  or  secret,  lilce  the  working  practices  of  an 
old-time  craft;  we  have  here  a  science  that  is  the  result  of  accurately 
recorded,  exact  investigation.  Ite  results  are  formulated,  or  are 
being  formulated,  into  such  shape  that  they  may  be  utilized  by  all 
who  have  the  desire  to  study  them  and  the  concentration  to  master 
them.  The  leaders  in  the  field  are,  as  rapidly  as  possible,  publishing 
these  results,  that  progress  may  take  place  from  the  stage  of  highest 
present  achievement,  and  that  no  time  or  effort  may  be  wasted  in 
re-making  investigations  whose  results  are  already  known  and 
accurately  recorded.  The  scope  of  this  management,  which  may 
truly  be  called  scientific,  is  unlimited.  It  applies  to  all  fields  of 
activity,  mental  and  physical.  Its  laws  are  universal,  and,  to  be  of 
use  in  any  particular  field,  require  only  to  be  translated  into  the 
vocabulary  of  the  trained  and  progressive  workers  in  that  field. 

The  greatest  misimderstandings  occur  as  to  the  aims  of  scientific 
management.  Its  fundamental  aim  is  the  elimination  of  waste, 
the  attainment  of  worth-while  desired  results  with  the  least  neces- 
sary amount  of  time  and  effort,  f^cientific  management  may,  and 
often  does,  result  in  eicpansion,  but  its  primary  aim  is  conservation 
and  savings,  making  an  adequate  use  of  every  ounce  of  energy  of  any 
type  that  is  expended. 
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.  Scientific  management,  then,  in  attacking  any  problem  haa  in 
mind  ttie  question — How  may  what  is  here  available  be  best  used? 
It  confflders  the  problem,  in  every  case,  according  to  the  scientific 
method;  that  is,  by  dividing  it  into  its  elements  and  submitting  each 
one  of  these  to  detailed  study.  Every  problem  presents  two  ele- 
ments: the  human  element,  and  the  materials  element.  By  the 
materials  element  we  mean  the  type  of  material  used,  the  quality  of 
material  used,  the  quantity  of  material  used,  the  manner  in  which 
the  material  is  used,  with  conclusions  as  to  why  the  material  is 
chosen  and  handled  as  it  is.  In  other  words,  we  would  apply  to  the 
material  the  familiar  questions,  what,  how  much,  how,  when,  where, 
and  why.  These  same  questions  are  applied  to  the  human  element; 
that  is  to  say,  to  all  members  of  the  organization. 

Having  in  mind  now  the  principles  and  practice  of  scientific 
management,  we  can  consider  its  relation  to  the  industrial  position 
of  any  country.  Industrial  growth,  like  all  other  growth,  condst« 
of  progress  and  maintenance;  that  is,  of  advances  over  and  beyond 
present  achievement  and  of  making  adequate  provision  for  holding 
any  advantage  that  one  may  gain.  It  is  generally  realized  that 
maintenance  contuns  always  the  thought  of  conservation,  that  it  is 
impossible  to  hold  any  advantage  without  making  careful  provision 
for  using  one's  resources  in  the  best  possible  maimer.  It  is  not  so 
generally  realized  that  progress  also  implies  constantly  this  same 
conservation.  The  reason  for  this  is  the  result  of  a  confuraon  be- 
tween saving,  or  conserving,  and  hoarding.  True  conservation 
contains  no  thought  of  miserliness  or  niggardliness.  It  is  based 
upon  a  broad  outlook  on  life  and  upon  the  needs  of  the  situation, 
upon  a  willii^ness  to  pay  the  full,  just  price  for  what  is  wanted,  but 
an  unwillingness  to  pay  any  more  than  is  necessary.  Progress 
differs  from  lack  of  progress,  fundamentally,  not  because  the  pro- 
gressive man  is  willing  to  pay  more  than  the  unprogressive  man  will, 
but  because  the  progressive  man  has  a  broader  outlook  and  a  keener 
inugbt,  hence,  a  more  adequate  knowledge  of  where  and  when  it  is 
necessary  to  pay.  The  unprogressive  man  or  nation  suffers  from  a 
limited  outlook  that  makes  it  practically  impossible  to  make  a  just 
estimate  as  to  what  is  worth  while. 

When  we  compare  the  various  countries  of  the  world,  and  try 
to  estimate  their  relative  industrial  positions,  we  find  a  strong 
relationship  between  conservation  in  its  highest  sense  and  industrial 
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Bupremacy.  Agiun,  as  we  turn  to  history,  we  find  this  same  relatifm- 
ehip  constantly  manifesting  itself;  that  ia,  progress  dependii^  upon 
an  ability  to  see  what  ia  worth-while,  and  a  willingness  to  pay  for 
that  and  that  oidy,  and  stability  or  muntenance  depending  upon 
an  efficient  handling  of  available  resources. 

As  we  review  history,  and  observe  present  conditions,  we  see 
that  the  differences  between  various  countries  are  becoming  less 
and  less,  as  time  goes  on.  Transportation,  with  its  numerous  by- 
products that  affect  both  the  material  and  the  human  element,  ia 
increasing  the  likenesses  between  different  countries  at  an  astound- 
ing rate.  This  means  that  industrial  supremacy  will  depend  more 
and  more  upon  the  handling  of  available  resources  and  less  uid  leas 
upon  distinctive  features  in  these  resources  themselves.  The 
calamitous  war,  which  ia  now  apparently  offering  such  a  serious  check 
to  industrial  progress,  ia  contributing  toward  ultimately  making 
working  conditions  more  similar,  in  that  many  countries  are  being 
thrown  upon  their  own  resourcea  for  both  materials  and  men,  and 
are  being  forced  to  make  discoveries  that  will  more  nearly  equalize 
these  resources. 

Another  outcome  of  this  war,  that  should  prove  of  advantage  to 
the  world,  ia  the  emphasis  that  is  being  laid  upon  the  causes  of 
industrial  position  and  industrial  supremacy  and  the  resulting  study 
that  is  being  made  as  to  the  reasons  for  such  supremacy.  Such  a 
study  should  be  particularly  profitable  here  in  America.  This 
country  has  always  conceded  her  imiwrtant  industrial  position. 
She  has  realized  thoroi^hly  her  enormous  natural  resources  and 
also  her  wonderful  human  resources  in  that  she  ie  "the  melting  pot 
of  the  nations. "  It  is  only  within  the  lifetime  of  those  still  young 
among  us  that  we  have  come  to  realize  the  necessity  of  conserving 
our  natural  resources.  It  has  not  yet  reached  the  attention  of  many 
among  us  that  our  human  resources  are  as  worthy,  in  fact,  infinitely 
more  worthy,  of  being  conserved. 

It  is  self-evident,  then,  that  to  attain  and  maintain  an  indus- 
trial position  of  which  she  may  be  proud,  America  must  conserve 
both  her  natural  and  her  human  resources.  If  she  hopes  for  indus- 
trial supremacy,  she  must  set  about  this  conservation  with  enei^y, 
and  must  pursue  it  unremittently. 

The  writers  have  a  thorough  knowledge  of  European  indus- 
trial conditions,  through  having  done  business  simultaneously  in 
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this  country  and  abroad  for  many  years,  tbroi^h  frequent  trips 
abroad  before  the  war,  through  having  crossed  the  boundaries  of 
many  of  the  warring  countries  many  times  since  the  outbreak  of 
the  war,  and  through  having  observed  carefully  industrial  condi- 
tions and  methods.  Their  opinion,  which  is  that  of  all  who  have 
made  intensive  studies  of  these  conditions,  is  that  America  is  far 
behind  European  countries  in  conservation  of  the  materials  element, 
both  natural  and  manufac;tured  resources.  This  statement  needs 
no  proof  in  this  place.  The  fact  it  contains  is  universally  accepted 
by  serious  thinkers  and  investigators.  It  is  equally  true  that  up  to 
recent  times  European  countries  have  done  comparatively  little 
toward  conserving  the  human  element. 

The  hope  of  this  country  lies,  then,  in  equaling  or  surpassing 
foreign  conservation  of  material  and  in  muntaining  or  progressing 
beyond  our  present  conservation  of  the  himian  element.  The 
material  problem  is  being  attacked  along  different  lines  in  a  more  or 
less  systematic  manner.  We  all  appreciate  the  benefits  of  scientific 
or  intensive  farming,  until  now  our  native  farmers,  working  under 
the  direction  of  and  with  the  cooperation  of  the  Depari^ment  of 
Agriculture,  get  results  that  equal  those  of  European  fanners,  in 
their  native  lands,  or  here  in  ou^  The  importance  of  laboratory 
analysis  of  materials  and  the  help  that  applied  science  can  render 
and  is  more  and  more  renderii^  to  the  industries  are  also  being 
recognized.  Agricultural  experience  has  taught  the  valuable  lesson 
that  it  is  possible  to  get  great  output,  yet,  at  the  same  time,  leave 
the  producing  force  unimpaired,  by  a  proper  expenditure  of  money 
and  brains.  Experience  with  applied  science  has  tat^t  that  by- 
products, as  well  as  products,  must  be  considered,  and  that  the 
exact  methods  of  science  often  bring  results  that  are  beyond  those 
looked  for  or  hoped  for.  It  has  been  common  practice  to  con- 
sider a  transaction  satisfactory,  or  better,  if  it  fulfilled  one's  expecta- 
tions, to  lay  emphasis  Mpon  the  result  rather  than  to  standardize 
the  means  or  method.  Laboratory  practice  has  taught  that  while 
the  immediate  results  are  important,  the  standardization  of  the 
method  is  more  important,  since  the  unexpected  ultimate  results, 
sometimes  called  by-products,  are  often  by  far  the  most  valuable 
outcome  of  the  work.  Certain  industries  in  this  country  have  gone 
far  toward  applying  scientific  methods  to  the  material  element,  but 
no  one  of  us  need  go  outside  his  own  experience  to  be  able  to  mention 
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other  induatnes  that  u  yet  hare  no  conception  of  what  such  work 
means. 

Much  has  been  done  not  only  io  the  analysts  of  materials,  but 
also  with  the  bfmdling  of  materials.  America  has  cause  to  be  proud 
of  her  machines  and  her  tools.  The  chief  criticism  that  we  may 
make  of  present  practice  in  this  field  is  that  of  lack  of  standardiza- 
tion. The  reasons  for  this  are  many.  One  is  buaneas  competition, 
though  the  feeling  is  gradually  dying  out  that  making  one's  product 
markedly  difiFerent  from  that  of  all  others  is  a  strong  selling  advan- 
tage. Another  is  the  strong  feelii^  of  independence  and  individ- 
uality that  leads  one  to  prefer  a  thing  because  it  is  different  rather 
than  because  it  is  adequate  to  the  purpose  for  which  it  is  needed. 
A  third  is  a  lack  of  channels  for  direct  and  easy  communication  of 
ideas.  This  is  being  supplied  both  through  organizations  and 
publications.  A  fourth  is  the  former  lack  of  standardizing  bodies  or 
bureaus,  a  lack  which  is  also  being  supplied  as  the  demand  for  such 
bodies  increases. 

Because  of  the  highly  specialized  nature  of  much  present-day 
work,  few  of  us  realize  how  widespread,  almost  universal,  the  lack 
of  standardization  is.  It  is  only  necessary  to  turn,  however,  to 
such  a  field  of  activity  as  surgery,  which  engages  the  attention  of 
some  of  the  finest  brsins  in  the  country,  and  which  is  apt  to  come, 
sooner  or  later,  in  some  way,  into  the  field  of  experience  of  everyone, 
to  see  a  strildng  object  lesson  of  lack  of  standardization  both  of 
tools  and  of  method. 

It  is  the  work  of  scientific  management  to  insist  on  standardiza- 
tion in  all  fields,  and  to  base  such  standardization  upon  accurate 
measurement.  Scientific  management  is  not  remote,  or  different 
from  other  fields  of  activity.  For  example,  in  the  handling  of  the 
materials  element,  it  does  not  attempt  to  discard  the  methods  of 
attack  of  intensive  agriculture  or  of  the  laboratory  of  the  applied 
scientists;  on  the  contrary,  it  uses  the  results  of  workers  in  such 
fields  as  these  to  as  great  an  extent  as  possible. 

There  is  a  widespread  feeling  that  scientific  management 
cUuma  to  be  something  new,  with  methods  that  are  different  from 
those  used  by  other  conserving  activities.  This  is  not  at  all  the 
case.  It  is  the  boast  of  scientific  management  that  it  gathers 
together  the  results  and  methods  of  all  conservii^  activities,  formu- 
lates these  into  a  working  practice,  and  broadens  their  field  of 
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applieatioR.  In  handling  the  materials  element,  then,  scioitifio 
management  analyzes  all  succeesf  ul  eriating  practices  in  every  line, 
and  synthesizes  such  elements  as  accurate  measurement  proves  to 
be  valuable  into  standards.  These  standards  are  maintained  until 
si^UCested  improvements  have  passed  the  same  r^d  examination, 
and  are  in  subh  form  that  they  may  be  incorporated  into  new 
standards. 

Turning  now  to  the  field  of  the  human  element — by  far  the 
the  more  important  field — we  find  that,  while  there  is  much  talk  of 
work  in  that  field  today,  comparatively  little  has  actually  been 
accomplished.  There  have,  in  all  places  and  times,  been  more  or 
less  spasmodic  and  unsystematic  attempts  to  conserve  human 
energy,  or  to  use  it  for  the  greatest  benefit  of  all  concerned;  but  there 
has  not  been  steady  and  conspicuous  progress  in  this  work  for  several 
reasons;  1.  Because  the  methods  used  were  not  accurately  meas- 
ured and  were  not  standardized.  This  made  it  impossible  for  the 
individual  conserver  to  accomplish  much  of  lasting  benefit.  2.  Be- 
cause of  lack  of  coSperation  between  such  conservers. 

It  is  the  task  of  scientific  management  to  supply  both  these 
wants.  Success  in  handlii^  the  human  element,  like  success  in 
handling  the  materials  element,  depends  upon  knowledge  of  the 
element  itself  and  knowledge  as  to  how  it  can  best  be  bandied.  One 
great  work  of  scientific  management  has  been  to  show  the  world 
how  little  actual  knowledge  it  has  possessed  of  the  human  element 
as  engaged  in  the  work  in  the  industries.  Through  motion  study 
and  fatigue  study  and  the  accompanying  time  study,  we  have  come 
to  know  the  capabilities  of  the  worker,  the  demands  of  the  work,  the 
fatigue  that  the  worker  acquires  at  the  work,  and  the  amount  and 
nature  of  the  rest  required  to  overcome  the  fatigue. 

Those  not  actively  interested  in  the  industries  can  scarcely 
realize  that  the  process  of  keeping  the  soil  at  its  full  producing 
capacity  and  of  providing  depleted  energy  is  infinitely  more  stand- 
ardized and  more  widely  used  than  the  process  of  providing  that 
the  human  organism  overcome  fatigue  and  return  to  its  normal  work- 
ing capacity  in  the  shortest  amount  of  time  possible.  Scientific 
provision  for  such  recovery  in  the  industries,  before  the  days  of 
scientific  management,  was  unknown. 

It  is  even  more  surprising  that  only  the  pioneers  in  the  work 
realize  the  application  of  any  necessity  for  the  laboratory  method 
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in  the  study  of  the  buman  element  as  it  appe&ra  in  the  industries. 
When  making  accurate  measurements,  the  number  of  variables 
involved  muat  be  reduced  to  as  great  a  degree  as  possible.  Only 
in  the  laboratory  can  this  be  successfully  done.  It  is  fortunate  for 
scientific  management  that  its  initial  introduction  in  the  industries 
has  been  made  by  engineers  rather  than  by  men  who  are  primarily 
laboratory  scientists,  for  this  reason:  the  engineer  has  been  forced 
by  his  training  to  consider  constantly  immediate  as  well  as  ulti- 
mate results,  and  present  as  well  as  future  savings.  Investigations 
of  scientific  management  have,  therefore,  been  made  to  pay  from 
the  start  in  money  savii^,  as  well  as  in  savings  of  energy  of  all 
kinds.  We  note  this  in  the  results  of  motion  study,  fatigue  study, 
and  the  accompanying  time  study. 

As  an  example,  .take  the  laboratory  investigations  in  motion 
study.  These,  where  possible,  are  made  by  us  in  the  laboratory, 
which  is  a  room  specially  set  apart  in  the  plant  for  research  purposes. 
Here  the  worker  to  be  studied,  with  the  necessary  apparatus  for 
doing  the  work  and  for  measuring  the  motions,  and  the  observer, 
investigate  the  operation  under  typical  laboratory  conditions.  The 
product  of  this  is  data  that  are  more  nearly  accurate  than  could  be 
secured  with  the  distractions  and  many  variables  of  shop  conditions. 
The  by-product  of  this  work,  which  is  a  typical  by-product  of  engi- 
neer-scientists' work,  is  that  the  conditions  of  performing  the  opera* 
tion  in  the  laboratory  become  a  practical  working  model  of  what  the 
shop  conditions  must  ultimately  be.  When  the  best  method  of 
doing  the  work  with  the  existing  apparatus  has  been  determined  in 
the  laboratory,  the  working  conditions,  as  well  as  the  motions  that 
make  this  result  possible,  are  standardized,  and  the  working  condi- 
tions in  the  shop  are  changed,  until  they  resemble  the  working  con- 
ditioos  in  the  laboratory.  In  the  same  way,  the  length  and  period- 
icity of  intervals  to  be  allowed  for  overcoming  fatigue,  and  the  best 
devices  for  eliminating  unnecessary  fatigue  and  for  overcoming 
necessary  fatigue,  are  determined  during  the  investigation,  and  are 
incorporated  into  shop  practice. 

The  various  measurements  taken  by  scientific  management 
and  the  guiding  laws  under  which  these  are  grouped  determine  not 
oidy  the  nature  of  the  human  element,  but  the  methods  by  which 
it  is  to  be  handled.  Motion  study,  fatigue  study,  the  measures 
supplied  by  psychology, — these  result  in  the  working  practice  that 
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fits  the  work  to  the  worker,  and  produces  more  output  with  less 
effort,  with  its  consequent  greater  pay  for  every  ounce  of  effort 
expended. 

Through  scientific  management,  then,  the  individual  coneerver 
is  enabled  to  progress  constantly  and  to  maintain  each  successful 
stage  in  the  development.  Scientific  management  can,  also,  and 
does,  wherever  permitted,  provide  for  codperation  among  cooservers. 
It  does  this  by: 

1.  DemoDBtratii^  the  enormoUB  waste  nsultiiig  from  needkai  lepetitdaii  ot 
the  Hune  mveBtigation, 

2.  Providiiig  standards  which  must  be  reoogniied  as  worthy  of  adoption, 
mnce  they  are  the  results  of  measurement. 

3.  Emphauiing  the  importance  of  teaching  and  of  the  transference  of  skill, 
which  depnkd  upon  coAperation. 

4.  Showing  that  niaintenaiice  depends,  in  the  final  anatysiB,  upon  coOperatirai. 

We  have  formulated  our  progrvn  for  such  co&peration  into 
the  followmg  stages: 

1.  Each  individual  to  apply  acimtific  management  to  his  own  activities, 
individual  and  social. 

2.  Groups,  such  as  industrial  organisations,  to  apply  scientiGc  management 
to  the  group  activity. 

3.  'nadee  to  apply  scientific  management  to  the  trade  activity.  Hub  in- 
cludes, ultimately,  a  reclssnfication  and  standardisation  of  the  trades,  such  as 
we  have  advocated  in  Motion  Stvdy.'  The  trades  must  be  classified  according  to 
the  amount  of  skill  involved  in  the  motions  used,  and  must  then  be  stsndardiwd 
in  order  that  the  necessary  training  for  succeeding  in  them  can  be  given. 

4.  Industeies  to  apply  scientific  management  to  the  eutira  industry,  witli 
cooperation  between  the  various  trades  involved. 

fi.  A  national  bureau  of  standardiaation  to  collect  and  formulate  the  data 
from  all  the  industries  into  national  standards. 

6.  An  international  bureau  of  ataudardization  to  collect  national  standards 
and  to  work  for  international  cooperation. 

America's  immediate  industrial  position  depends  upon  Amer- 
ica's realization  of  the  need  for  conservation,  as  demonstrated  by 
scientific  management,  and  upon  America's  use  of  such  means  of 
conservation  as  scientific  management  offers. 

America's  ultimate  industrial  position  depends  upon  America's 
realisation  that  the  highest  typeof  conversationincludescodperatioit. 

Individuals,  groups,  trades,  and  industries  have  realised  and 
are  realizing  more  and  more,  daily,  that  it  b  for  the  good  of  all  that 
■  D.  Van  Nostnnd  Company,  pages  M-103. 
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oommon  practice  be  Btaadardized  and  that  improvemeatB  take 
place  from  the  highest  commoa  standard.  Nations  have  not  yet 
come  to  any  great  realization  that  this  same  principle  applies  to 
international  relationships. 

If  America  deures  to  gain  and  miuntain  leadership  in  indus- 
trial progress,  she  must  be  the  advocate  of  industrial  conservation 
and  codperation,  and  must  be  the  example  of  that  readiness  to 
derive  and  to  share  standards  for  which  scientific  management 
stands. 
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THE  BASIS  OP  CONSTRUCTIVE  INTERNATIONALISM 
Bt  W.  G.  S.  Adams, 

All  Souk  Collegfl,  Oxford,  England. 

One  of  the  most  etriking  features  of  the  great  czislfi  in  its 
history  through  which  the  civilized  world  is  now  passing  is  the 
complexity  and  variety  of  important  issues  which  are  at  stake. 
But  among  the  great  jssues  the  greatest  is  that  of  safeguarding 
the  development  of  international  rights.  The  war  opened  with  the 
denial  of  a  right  which  lies  at  the  foundation  of  b  stable  international 
system, — the  right  of  a  nation  to  be  beard  before  it  is  comdemned 
to  the  punishment  of  war;  the  progress  of  the  struggle  has  witnessed 
the  deliberate  violation  of  solemn  international  treaties  and  con- 
ventions. 

Such  a  situation  is  a  challenge  to  civilization.  Intematiooal 
law  DO  longer  offers  any  trustworthy  security,  and  our  immediate 
duty  is  to  face  the  problem  not  of  its  superstructure  but  of  its 
foundations.  It  is  only  too  clear  that  until  these  foundations  are 
better  laid  than  they  are  at  present,  the  particular  rights  even  of 
neutrals  are  not  safe. 

With  this  end  in  view  it  will  be  well  first  of  all  to  de&ne  what 
is  the  object  of  the  intemational  polity.  For  the  conception  of 
this  polity,  though  it  is  yet  very  imperfect  even  in  theoiy,  is  in- 
involved  in  the  idea  of  international  relationships,  and  is  necessary 
to  their  proper  development.  The  object  of  the  international  polity 
may  be  defined  as,  first,  to  secure  the  existence  of  the  individual 
nation  states,  and  to  this  end  to  determine  their  relations  one  to 
another.  So  long  as  society  continues  to  consist  of  a  number  of 
sovereign  states  of  very  unequal  strength  without  any  collective  or 
international  control,  so  long  will  some  of  its  members  be  in  a  posi- 
tion of  insecurity  from  the  strength  of  others.  To  examine  the 
field  of  national  rights,  to  ad  j  ust  them  one  to  another,  and  to  prevent 
the  outbreak  of  a  condition  of  affairs,  viz.,  war,  which  restricts  and 
may  put  an  end  to  international  relationships,  is  the  first  object  of 
the  international  polity. 
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The  second  object  of  the  mternational  polity  a  to  secure  that, 
when  w&r  has  broken  out,  intemational  agreements  regulating  the 
conduct  of  war,  in  the  interests  alike  of  the  peoples  of  belligerent 
and  of  neutral  states,  shall  be  maintained. 

Thus  far  it  may  be  said  that  the  character  of  the  international 
polity  is  simply  protective  or  preventive.  But  that  cannot  remain 
its  sole  character.  Just  as  in  Aristotle's  famous  definition,  the 
state  comes  into  existence  to  make  the  life  of  the  individual  possible 
but  continues  to  exist  to  make  it  good,  so  the  intemational  polity 
comes  into  existence  to  secure  the  life  of  the  nation,  but  continues 
to  exist  to  make  nationality  good — that  is  to  realize  its  potential 
qualities  for  good.  In  other  words,  internationalism  ultimately 
will  realize  progressive  functions  by  doing  for  national  states  what 
they  cannot  as  well  do  for  theouelves.  It  will  seek  to  aaaat  the 
mutual  development  and  codperation  of  states,  and  to  realize  that 
harmony  of  interests  which  should  be  the  um  of  their  political  life. 

Over  against  this  present  disruption  or  interruption  of  intei^ 
nationalism,  it  should  be  remembered  that  the  past  fifteen  years 
have  seen  a  very  remarkable  advance  in  the  development  of  in- 
temational organization.  This  is  not  the  place  to  trace  the  various 
ways  in  which  such  expression  has  been  given  to  the  spirit  of  in- 
ternationalism. But  it  is  an  important  evidence  of  the  growing 
recognition  of  the  need  of  the  international  polity.  And  the  present 
world-flhaking  war,  while  it  has  brought  into  ruins  the  fabric  built 
up  by  international  law  and  understanding,  may  yet  be  found  to 
have  advanced  the  real  cause  of  internationalism  even  more  than 
the  preceding  years  of  peace.  For  it  has  demonstrated  more  plainly 
than  a  hundred  conferences  of  peace  could  have  done  the  weak- 
nesses In  the  present  position  of  international  development  and 
the  need  of  rebuilding  on  firmer  foundations. 

I 
Now  what  are  the  foimdations  which  have  to  be  examined? 
First  of  all,  at  the  base  of  the  whole  structure  is  the  question  of 
sanction.  It  is  not  necessary  here  to  draw  attention  to  the  diffw- 
ence  in  this  respect  between  national  and  intemational  law.  That 
is  well  known  to  all  students.  But  it  will  be  useful  to  axtaiym 
briefly  the  nature  and  necessity  of  the  sanction  in  international 
agreements. 
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It  would  show  a  lack  of  aense  to  fail  to  recognize  the  value 
of  the  moral  influence  as  a  sanction  of  international  agreements. 
The  moral  influence,  despite  the  events  of  the  war,  has  been  by 
no  means  a  negligible  factor,  and  the  dishonoring  of  international 
agreements  has  brought  on  the  transgressing  parties  a  loss  of  sym- 
pathy and  support  which,  though  it  cannot  be  measured  in  terms 
of  men,  munitions  and  money,  has  meant  a  very  real  cost.  It 
has  alienated  the  sympathy  of  neutrals,  and  it  has  awakened  a' 
burning  sense  of  wrong  in  those  who  have  directly  suffered  which 
has  strenghtened  thdr  resistance  and  gjven  confidence  of  ultimate 
victory.  No  faith  can  rest  on  transgression,  and  faith  is  one  of 
the  elements  of  victory.  There  should  be  no  room  for  doubt  that 
the  moral  sanction  is  a  real  support  to  international  ^reements. 

But  more  than  the  moral  sanction  is  required.  The  moral 
sanction  should  find  ite  expression  in  men,  munitions  and  money. 
The  punishment  of  wrong-doing,  by  economic  restrictions  and  by 
armed  resistance,  is  required  to  support  the  moral  sanction.  The 
economic  boycott  is  a  powerful  weapon  in  the  modem  conunercial 
and  industrial  world,  and  it  should  be  a  duty  of  those  who  are 
parties  to  international  agreements  to  use  this  weapon  agfunst  the 
transgressor  and  to  inUct  economic  ostracism  until  expiation  has 
been  made.  But  the  economic  weapon,  powerful  as  it  is,  and  suf- 
ficient as  it  may  be  in  many  cases,  is  not  always  an  adequate  sanc- 
tion. More  direct  methods  are  then  necessary  and  recourse  must 
be  had  to  armed  intervention  by  force.  On  the  question  of  the 
relations  of  moral  sanction  and  force  there  has  been  too  often  a 
confusion  of  thought.  Force,  it  cannot  be  too  plainly  said,  is  in 
itsdf  neither  moral  nor  immoral.  It  is  the  use  of  force  which  is 
right  or  wrong.  And  there  are  occasions  when,  with  the  nation 
as  with  the  individual,  to  fful  to  use  force  is  to  do  wrong.  There 
are  sins  of  omission,  and  nations  can  be  guilty  as  well  as  individuals. 
There  is  not  one  morality  for  individuids  and  another  for  nations. 
Where  wrong  is  done  it  is  a  duty  to  stay  the  wrong-doer,  by  suasion 
if  that  can  be,  by  force  if  suasion  fula. 

Therefore,  behind  international  law  there  must  be  put  the  com- 
plete sanction  of  moral,  economic  and  military  pressure.  Until 
such  provision  is  made  by  international  agreement  to  secure  that 
fcrau^resdon  of  the  law  shall  be  punished  there  can  be  no  stable 
foundation  of  the  international  polity. 
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Let  it  be  said,  however,  at  once,  so  that  this  matter  may  be 
clear,  that  such  a  sanction  does  not  □ecessarily  involve  an  intei^ 
national  military  organization  if  by  that  is  meant  an  international 
police  or  armed  force.  For  reasons  which  need  not  be  discussed 
here,  it  seems  probable  that  it  will  be  to  the  action  of  individual 
nations,  controlling  and  determinii^  their  own  military  and  naval 
forces,  that  the  international  pohty  must  look  for  the  support  of 
'  its  authority. 

The  first  and  for  the  present  by  far  the  most  important  ques- 
tion which  has  to  be  faced  is,  therefore,  that  of  sanction,  for  the 
policy  of  "constructive  internationalism"  must  be  provided  with 
an  effective  foundation  of  "sanction." 

The  second  question  is:  what  are  the  fundamental  international 
rights  for  which  the  sanction  exists?  There  baa  grown  up  a  com- 
plex body  of  international  rights  B.nd  in  examining  the  problem 
before  us  it  is  imporiiant  to  distinguish  what  are  the  fundamental 
rights  which  it  is  necessary  to  secure.  The  present  war  has  enabled 
men  to  see  this  question  more  cleariy,  in  that  it  has  witnessed  the 
denial  and  transgression  of  what  we  must  postulate  as  the  two 
fundamental  international  rights.  First  of  all,  there  is  the  right 
of  a  nation  to  be  heard  before  it  is  punished.  Second,  there  is  the 
right  to  the  protection  of  established  international  law.  If  the  right 
of  a  nation  to  be  heard  before  it  is  condenmed  is  denied,  or  if  the 
international  agreements  upon  which  states  have  entered  are  set 
aside  by  the  act  of  an  individual  state,  then  the  ba^  of  interna- 
tional political  society  is  destroyed.  Let  us  consider  somewhat 
more  fully  this  very  important  question,  for  as  matters  now  stand 
we  see  that  these  foundations  have  been  shaken. 

The  first  and  fundamental  right  which  must  be  secured  to  each 
nation  is  that  it  shall  not  have  war  declared  against  it  until  the 
case  for  the  defence  has  been  heard  by  an  international  tribunal. 
Just  as  it  may  be  said  that,  where  the  individual  has  not  secured 
the  rig^t  to  have  his  case  heard,  there  is  no  system  of  constituUonal 
government,  so,  without  this  fundamental  right  of  nations,  there 
can  be  no  secure  development  of  the  international  polity.  When 
one  individual  can  take  upon  himself  the  execution  of  justice  agunst 
another  individual,  or  where  the  state  condemns  a  man  unheard, 
there  is  no  liberty;  so,  as  long  as  one  nation  can  refuse  to  submit 
its  dispute  to  public  inquiry  and  can  proceed  without  hiiulrance 
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to  declare  war  against  a  weaker  state,  there  can  be  no  real  inter- 
national liberty.  Fundamental'  as  this  right  is,  and  vide  as  is  the 
moral  acceptance  of  it  by  states,  nevertheless  the  fact  remaina  that 
internationaJly  the  right  of  a  nation  to  have  its  case  beard  before 
war  is  levied  upon  it  has  not  yet  been  secured.  The  principle  of 
"obligatory  arbitration"  has  been  accepted  by  the  assembled  na- 
tions at  the  Hague,  but  the  actual  treaties  of  arbitration,  save  in 
the  case  of  a  few  states,  reserve  matters  of  "national  honor,  vital 
interests,  and  independence."  There  is  no  statutory  obligation,  if 
we  may  use  this  term,  which  binds  nations  to  submit  a  dispute  in 
a  matter  of  "vital  interest"  to  inquiry,  much  less  to  arbitration. 
Arbitration  involves  the  acceptance  of  the  judgment  of  the  court, 
and  on  matters  of  the  greatest  concern  sovereign  states  are  not 
willing  to  surrender  their  independence  of  judgment  and  action. 
ArtntratioQ  makes  too  heavy  a  demuid  on  the  mutual  confidence 
of  nations.  But  the  right  to  an  inquiry  before  judgment  is  executed 
is  something  very  different  from  arbitration.  If  an  individual  or 
a  nation  is  condemned  unheard,  that  is  the  very  negation  of  liberty. 

The  second  fundamental  right  of  a  nation  is  to  receive  the 
protection  provided  by  the  observance  of  international  agreements. 
If  in  a  society  agreements  are  not  kept,  and  if  the  breach  of  agree- 
ment is  not  punished,  the  basis  of  that  society  is  destrt^Bd.  So 
also  in  the  international  sphere  it  is  fundamentfd  that  agreements 
should  be  kept  and  that  their  breach  should  be  punished.  To 
admit  the  doctrine  of  national  "necessity"  as  being  above  all  and 
conditioning  all  international  agreements  is  to  destroy  international 
security.  This  is  a  matter  of  principle  on  which  there  can  be  no 
compromise. 

Such  are  the  foundations  of  the  system  of  international  rights 
and  of  the  international  polity.  What  steps  can  be  taken  to  secure 
these  rights? 

II 

A  great  advance  has  been  made  within  the  past  jrear  by  the 
action  of  the  present  government  of  the  United  States  in  ratifying 
with  this  country,'  with  France,  and  with  sevend  other  states, 
treaties  which  provide  for  the  establishment  with  each  of  these 
countries  of  a  permanent  international  commission  to  which  all 
disputes,  where  diplomacy  has  fwled,  shall  be  submitted.    That 

>  November  10,  19U. 


Digitized  by  Google 


222  The  Annals  of  the  Ahbbican  Academy 

step  marks  a  practice  contribution  to  the  building  up  of  the  ioter- 
national  right  of  inquiiy  which  cannot  be  too  gratefully  recognised. 
It  is  a  limited  step,  but  it  is  the  first  step,  and  it  opens  the  way  to- 
wards developments  which  may  complete  and  secure  by  effective 
sanction  the  recognition  of  the  first  and  fundamental  right  of  a.  natioD 
to  have  its  case  heard.  Those  who  have  studied  the  history  of  inter- 
national arbitration  will  recognize  the  wisdom  of  not  attempting  too 
much  at  one  time.  These  treaties  have  prepared  the  way,  and  if,  as 
we  hope,  the  method  of  procedure  which  they  have  initiated  is 
adopted  by  other  states,  there  will  grow  up  a  network  of  treaties 
which  will  greatly  facilitate  progress. 

But  it  is  no  disparagement  to  the  value  of  Buch  treaties  to 
say  that  they  mark  only  a  first  step.  They  go  far  to  strengthen 
the  chances  of  peaceful  settlement  of  disputes  between  particular 
nations,  yet  the  right  of  a  nation  to  have  its  case  heard  is  not  thereto 
adequately  secured.  There  are  nations  which  may  not  agree  to 
Buoh  a  procedure,  and  the  agreement  itself  lacks  the  support  of 
an  adequate  sanction.  No  doubt  in  many  cases  the  s^ise  of  honor 
is  such  as  will  secure  the  strict  observ^ce  of  the  treaty.  But  it  is 
very  desirable  that  there  should  be  behind  such  treaties,  if  they  are 
to  be  extended  into  an  effective  security  of  the  right  of  inquiiy,  the 
sense  of  a  definite  and  visible  sanction.     What  then  is  the  next  step? 

Three  years  ago  in  a  speech  of  March  13,  1911,  in  the  House 
of  Commons,  Sir  Edward  Crey  said,  in  speaking  of  the  possibility 
of  an  imreserved  treaty  of  arbitration  between  the  United  States 
and  England: 

It  is  tfue  that  the  two  nations  who  did  that  (t.«.  enter  upon  an  unreserved 
agreement)  might  BtOl  be  exposed  to  attack  from  a  third  nation  who  had  no) 
entered  into  such  an  agreement.  I  think  it  would  probably  lead  to  their  follow- 
ing it  up  by  an  agreement  that  they  would  join  with  each  other  in  any  case  in 
which  one  only  had  a  quarrel  with  a  third  power  by  which  arbitration  was  k- 
fnsed.* 

This  is  a  noteworthy  statement.  It  was  made  with  regard  to  the 
right  of  arbitration,  and  not  to  the  much  lesser  right  of  inquir)'. 
It  is  well  to  observe,  however,  that  such  a  step,  postulating  the 
system  of  separate  treaties  between  single  states,  would  involve  a 
considerable  extension  of  responsibility.  To  join  with  one  other 
state  against  any  third  party  is  a  general  obligation,  tatd  the  history 
'  Hangard,  Vol.  XXII. 
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of  international  development  shovs  us  that  individual  nations  are 
averse  to  undertatdiig  such  wide  risks  as  this  provi^on  against  third 
parties  may  bivolve.  A  state  if  it  were  bound  up  by  such  an  ob- 
ligation might  find  itself  involved  in  a  dispute  with  some  third  state 
with  which  it  had  perfectly  good  relations.  Furthermore^  it  will 
be  seen  that  in  such  a  step  there  is  implied  the  idea  of  sanction 
expressed  in  the  term  of  both  states  "joining"  against  a  third  party. 
It  should,  however,  be  kept  in  mind  that  all  which  is  here  being 
considered  is  the  right  of  a  state  to  an  international  hearii^  before 
force  is  used  against  it,  and  this  is  a  right  which  civilised  nations 
should  be  prepared  to  support. 

But  something  more  is  desirable  and  should  be  attempted  than 
can  be  satisfactorily  provided  by  treaties  between  two  individuaJ 
states.  Has  not  the  time  come  when  all  states  which  rec<^nize  the 
fact  that  the  right  of  inquiry  is  fundamental  should  unite  together 
to  assert  this  right  and  to  declare  that  they  will  redst  any  power 
which  refuses  to  submit  its  dispute  t»  international  inquiry  before 
proceeding  to  war?  By  international  inquiry,  is  not  necessarily 
meant  a  court  miuniy  representative  of  "other"  nations.  Wb^% 
two  states  which  have  a  matter  in  dispute  agree  upon  a  court  of 
inquiry,  that  is  sufficient.  But  just  as  in  industrial  matters  where 
any  two  parties  at  dispute  cannot  agree  upon  an  arbitrator  the 
state  should  have  the  right  to  appoint,  so,  where  two  states  cannot 
agree  as  to  the  court  of  Inquiry,  an  international  authority  must 
have  the  right  of  instituting  the  court.  What  ther^ore  seems  to 
be  clear  is,  that  while  it  would  mark  a  further  advance  if  any  two 
states,  such  as  the  United  States  and  England,  agree  to  support  each 
other  against  any  third  party  which  refuses  to  submit  its  dispute 
to  inquiry,  it  would  be  a  still  better  and  sounder  method  of  advance 
if  a  general  ^reement  were  made  between  all  states  which  are 
prepared,  (a)  to  submit  any  dispute  among  themselves  to  inquiry, 
and  (b)  to  support  any  member  of  this  group  ag^nst  a  third  party 
who  refuses  inquiry  before  hostilities. - 

Such  a  general  agreement  should  be  open  to  all  states  which 
are  prepared  to  enter  upon  it.  But  if  it  is  to  be  effective  it  must 
have  behind  it  a  definite  obligation  on  the  part  of  the  signatory 
states  to  support  by  the  full  we^ht  of  their  resources,  moral  and 
material,  the  disregard  or  denial  of  this  fundamental  right.  A  union 
of  states  BO  constituted  forms  the  best  foundation  for  the  develop- 
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meat  of  the  intemation&l  polity.  It  provides  a  system  of  mutusl 
inflUTftDce.  While  one  or  two  importaot  nations  tnust  take  the 
lead  in  auch  a  policy,  we  venture  to  assert  that  it  would  win  &t 
once  the  loyal  support  of  some  at  least  of  the  great  powers  and  of 
many  of  the  smaller  states.  Indeed  it  may  well  be  that  all  states 
would  sooner  or  later  agree  to  accept  this  positioD.  It  would  be  a 
union  of  a  d^ensive  character.  It  would  not  be  formed  agiunst 
any  state.  If,  however,  any  state  or  group  of  states  refused  to 
acknowledge  such  a  right,  the  ground  for  the  existence  of  such 
a  union  becomes  all  the  more  imperative.  For  it  would  reveal 
bow  futile  and  how  dangerous  the  attempt  would  be  to  build  up 
agfun  an  international  system  without  securing  the  foundations. 

If  such  an  agreement  then  can  be  realized,  time  may  bring 
mutual  confidence  between  the  nations  and  a  respect  for  the  judg- 
ments of  the  courts  of  inquiryj  which  will  lead  to  the  adoption  of 
the  principle  of  arbitration.  But  it  may  even  be  found  that  the 
system  of  inquiry  and  conciliation  achieves  the  result  which  arbi- 
tration proposes  to  attun,  and  that  it  does  so  by  methods  which 
are  much  more  acceptable  to  the  nation  states  and  may  even  avoid 
miscarriage  of  justice  agiunst  which  arbitration  itself  cannot  offer 
any  absolute  security.  For  inquiry  and  conciliation  is  a  much  more 
elastic  method  than  that  of  arbitration.  In  certain  international 
disputes,  on  matters  of  a  strictly  juridical  character,  arbitration 
has  shown  itself  to  be  the  right  and  proper  method.  But  io 
the  wider  and  more  difficult  field  of  political  relations,  the  method  (A 
inquiry  and  conciliation  offers  the  soundest  and  safest  line  t^ 
progress. 

'  There  is  then  this  broad  foundation  for  constructive  inter* 
nationalism,  namely,  an  agreement  between  states:  (1)  that  they 
will  recognize  the  obligation  to  submit  all  disputes  between  them- 
selves and  any  other  state  to  inquiry  before  declarii^  hostilities, 
and  that  they  will  support  any  state  which  recognizes  this  obliga- 
tion against  a  state  which  threatens  aggression  and  refuses  to  sub- 
mit its  claim  to  inquiry;  (2)  that  thqf  will  respect  and  observe 
international  agreements  and  conventions;  and  (3)  that  they  will 
unite  to  protest  against,  and  if  protest  is  without  effect,  to  punish 
by  economic  action  or  by  armed  intervention,  the  disregard  of  such 
conventions. 
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III 

If  we  have  seen  aright  what  are  the  foundationB  of  the  inter- 
national polity,  it  may  be  profitable  to  coneider  briefly  some  of  the 
developments  which  it  may  be  possible  to  build  on  such  foundations. 
For  it  is  only  as  a  fuller  vision  of  the  international  polity  reveals 
itself  to  us  that  we  con  seiae  the  importance  of  the  whole  question 
of  international  development.  The  right  not  to  be  condemned  un- 
heard is  a  very  real  giun  especially  to  the  weaker  states.  But 
arimng  out  of  it  ie  a  larger  questioD  which,  even  if  the  times  are 
not  yet  ripe,  it  is  none  the  less  useful  to  state  as  a  problem.  The 
end  or  purpose  of  the  international  polity  is  to  protect  the  rights 
of  states  and  to  develop  friendly  relationships  and  the  spirit  of 
mutual  help.  Aa  then  the  object  of  intematioaal  control  and  or- 
ganization is  to  aaaist  the  proper  development  of  nationality  so 
it  may  come  within  the  scope  of  international  action  to  guarantee 
the  right  of  independence  which  is  the  foundation  of  national  exist- 
ence. Already  in  the  case  of  6el|^um,  and  of  certain  other  states, 
independence  has  been  guaranteed  by  European  treaties,  and  while 
at  the  present  it  may  seem  to  many  that  such  international  guaran- 
tees have  proved  unavailing,  it  would  be  surely  a  grave  mistake  to 
think  that  the  policy  of  neutralization  has  failed.  Rightly  seen, 
the  doctrine  of  neutrality  is  a  step  in  the  direction  of  securing  peace 
for  small  states  holding  what  would  otherwise  be  a  very  exposed 
position.  This  subject  has  been  well  expounded  by  Professor 
Charles  de  Visscher,*  who  has  pointed  out  how  that  these  neutral- 
ized states  have  marked  an  advance  in  the  international  organization 
with  a  view  to  peace.  Because  such  a  step  has  not  yet  realized  the 
desired  results,  It  is  no  proof  that  the  policy  is  wrong.  On  the 
contrary,  a  considerable  extension  of  the  policy  of  neutralization, 
provided  it  is  supported  by  a  sufficient  sanction,  is  a  definite  step 
towards  peace.  But,  as  Professor  de  Visscher  has  pointed  out, 
the  guarantee  of  neutrality  does  not  remove  from  the  guaranteed 
state  the  obligation  of  preparing  for  its  own  self-defence,  and  one 
of  the  conditions  which  should  accompany  an  extenraon  of  the  policy 
of  guaranteed  independence  is  that  the  neutralized  states  should 
assist  in  the  work  of  protecting,  not  only  their  own,  but  also  the 
independence  of  all  other  states  so  guaranteed. 

I  "The  Neutralitj  of  Bel^um,"  PoItMcoI  Quarterly.  Oxford,  February,  lOlS. 
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This  question  at  least  deserves  to  be  asked:  should  DOt  the 
international  organization  undertake  to  guarantee  the  right  of  in- 
dependence of  small  or  weak  states  Id  a  more  definite  way  than 
has  been  hitherto  done?  No  doubt  it  has  been  a  prindple  in  the 
foreign  policy  of  the  United  Kingdom  to  support  small  states,  and 
□o  less  it  can  be  stud  that  the  United  States  would  look  with  intense 
distrust  and  indignation  on  the  action  of  any  powerful  state  which 
threatened  the  national  existence  of  a  small  neighbor.  But  the 
time  has  come  when  it  is  important  to  see  whether  the  right  of 
nationaUty  cannot  be  further  strengthened  and  secured.  Such  a 
measure  would  certainly  bring  to  any  powerful  and  trusted  group 
of  states  the  friendship  and  support  of  the  smaller  states  whose 
independence  may  be  threatened.  We  have  only  to  look  at  the 
history  of  the  smaller  states  of  Europe  to  see  how  important  such 
a  question  is. 

A  second  illustration  will  serve  to  indicate  further  the  wide 
sphere  of  right  on  which  sooner  or  later  the  international  poUty 
must  enter.  The  study  of  the  complex  problems  of  European  inter- 
national relations  has  revealed  more  clearly  than  before  the  im- 
portance of  what  may  be  called  the  ri^t  of  "economic  access." 
It  is  evident  that  when  the  settlement  of  Europe  after  the  war  comes 
up  for  con«deration  one  set  of  cases  which  will  present  no  little 
difficulty  is  that  of  the  possession  of  certain  seaports  which  are  of 
vital  consequence  to  different  and  it  may  be  rival  nations.  The 
ports,  for  example,  of  Danzig,  Trieste,  Salonica,  and  similarly,  the 
control  of  Constantinople  and  the  Dardanelles,  illustrate  the  diffi- 
culties which  arise.  If  there  is  to  be  an  exclusive  national  posses- 
sion of  such  strategic  positions,  unless  rights  of  equal  economic 
access  are  guaranteed  to  the  nations  which  are  excluded  from  these 
gateways  of  commerce,  they  will  remain  a  permanent  source  of 
friction.  So  long  as  political  interests  impede  natural  developments, 
so  long  there  will  be  unrest.  Nations  should  have  the  right  of  free 
access  to  the  world.  No  state  should  be  allowed  to  penalise  or 
differentiate  against  the  produce  of  another  nation  which  has  to 
pass  through  its  territory  on  the  way  to  other  markets.  It  is  and 
should  be  within  the  rights  of  a  sovereign  state  to  determine  the 
conditions  on  which  the  goods  of  any  state  may  or  may  not  enter 
its  territory  for  consumption,  but  to  prevent  or  even  to  penalise 
the  goods  of  a  state  pasung  through  ite  territory  on  the  way  to  the 
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markets  of  the  world  is  a  matter  which  should  be  beyond  the  com- 
petence of  any  state.  The  simple  expedient  of  transit  in  bond 
should  be  guaranteed  by  internatioaaJ  agreement. 

The  security  of  the  right  of  economic  access  will  remove  many 
particular  causes  of  friction  between  nations,  and  it  opens  the  way 
for  far-reaching  considerationa.  The  function  of  the  international 
polity  is  to  secure  that  just  rights  are  conceded  and,  while  guaran- 
teeing to  nations  their  independence,  to  see  that  independence  is 
not  used  to  thwart  the  natural  development  of  other  states.  If 
commercial  rights  of  access  are  granted,  the  ground  for  political 
hostility  is  at  least  greatly  minimized.  But  where  a  nation  refuses 
codperation  and  controls  a  potential  access  which  it  does  not  use, 
there  is  a  natural  grievance  which  sooner  or  later  will  prove  to  be  a 
danger.  It  is  in  this  respect  that  international  control  can  come  in 
to  arbitrate  between  powers,  to  secure  that  there  is  the  proper  give 
and  take,  to  distinguish  between  what  can  and  cannot  be  fairly 
granted,  and  to  seek  to  develop  the  mutual  interests  of  states. 

And  there  is  a  still  wider  problem  connected  with  these  eco- 
nomic rights.  So  long  as  there  were  fresh  lands  to  occupy,  the 
world  was  in  a  stage  of  development  in  which  national  rights  of 
occupation  were  admitted.  But  we  have  reached  the  stage  when 
all  the  available  lands  have  been  mapped  out.  Wherever  then 
there  are  lands  occupied,  but  not  developed,  there  will  be  a  growing 
pressure  against  such  mere  rights  of  occupation.  More  and  more 
it  will  be  seen  that  only  effective  use  will  justify  the  claim  of  occu- 
pation. Moreover,  it  is  evident  that  just  as  in  the  sphere  of  the 
rights  of  individual  property  important  modifications  are  being 
made  conditioning  and  controlling  these  rights,  so  in  .the  sphere  of 
the  colonies  and  protectorates  which  nations  have  acquired  there 
must  enter  an  element  of  international  right  which  has  not  been 
hitherto  pressed.  No  nation  can  in  these  days  seek  to  monopolise 
for  itself  large  and  important  tracts  of  the  world  to  the  exclusion 
of  other  nations.  We  are  coming  to  a  parting  of  the  ways  in  which, 
if  there  is  not  to  be  a  development  of  equal  rights  Tor  all,  we  shall 
be  faced  with  the  situation  of  the  "haves"  and  the  "have-nots" 
among  the  nations.  These  are  great  problems  on  which  it  is  not 
possible  to  enter  here,  but  they  are  mentioned  for  the  purpose  of 
indicating  the  sphere  of  the  international  polity,  and  of  showing 
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how  vital  it  is  that  the  first  stepa  in  the  foundation  of  that  polity 
should  be  wisely  and  firmly  liud. 

We  are  indeed  as  yet  only  in  the  first  stage  of  the  devdopments 
of  this  ^eater  polity.  But  every  development  in  iDteroational 
relationships,  in  international  law,  and  in  public  international  opin- 
ion is  a  mark  of  the  presence  of  the  international  state.  And  on 
its  progress  depends  the  real  guaxantee  for  peace.  For  it  is  only 
by  the  progress  of  constructive  ideas  of  international  right  that  the 
permanent  security  of  national  rights  is  to  be  found  and  that  the 
way  of  peace  among  nations  can  be  broadened  and  strengthened. 
As  society  advances  in  its  conception  and  realization  of  intenia> 
tional  relationships,  as  the  international  polity  becomes  clearer  to 
men's  view,  so  is  the  hope  of  peace  increased.  With  each  wider 
and  higher  stage  of  political  organization  peace  is  secured  within 
the  new  polity;  and  if  within  the  polity  itself  war  may  break  out, 
that  internal  survival  of  recourse  to  armed  strife  becomes  more 
and  more  rare  in  the  history  of  men.  The  realization  of  a  bond  of 
union — be  it  the  full  sovereignty  of  the  national  state,  be  it  the 
single  link  of  a  customs  union  binding  a  group  of  national  states — 
is  a  great  earnest  of  mutual  peace  for  the  members  of  that  state  or 
union.  There  is  no  secure  guarantee  of  peace  short  of  the  inter- 
national polity.  We  need,  therefore,  to  postulate  as  the  founds^ 
tion  of  international  relations  the  idea  of  the  international  polity 
or  international  state,  however  imperfect  even  in  theory  this  con- 
ception may  be.  If  this  is  not  done  we  fall  into  views  based  on 
what  is  a  narrow,  selfish,  and  dangerous  nationalism.  Every  nation 
should  be  the  guardian  of  international  rights,  and  one  of  its  most 
sacred  duties  should  be  to  adjust  its  nationalism  to  these  inter- 
national rights.  Today,  the  public,  political  mind  has  been  awakened 
as  never  before  to  the  gravity  of  these  problems.  The  witness 
of  the  breakdown  of  international  agreements  and  of  the  inad- 
equacy of  international  sanctions  has  led  to  the  asking  of  questions 
which  are  a  necessary  preliminary  to  the  growth  of  a  more  stable 
and  effective  internationalism.  For  this  reason  in  the  very  failure, 
as  it  may  seem,  of  international  control  up  to  the  present,  there  is 
a  hope  for  the  future  of  seeing  more  clearly  what  are  those  steps 
which  must  be  taken  if  international  control  is  to  become  real  and 
effective.  The  very  existence  of  this  widespread  emergence  of 
inquiry  is  a  political  psycholof^cal  factor  of  great  importance.    For 
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it  is  well  to  recognize  from  the  outset  that  in  the  field  of  international 
development  the  part  which  public  opinion  has  to  play  is  ose  of 
the  greatest  significance.  The  problems  of  interQational  right  and 
oi  international  control  are,  in  their  most  important  aspects,  ques- 
tions of  a  simple  but  fundamental  character.  They  are  matters 
not  of  the  intricacy  which  diplomacy  presents,  but  issues  which, 
because  they  are  so  deep  and  fundamental,  appeal  straightway  to 
the  ordiotuy  citisen.  International  law  which  has  been  a  study  of 
the  Chancellery  and  the  Academy,  has  become  a  question  of  the 
market-place.  Not  that  the  workman  or  the  man  of  bufflness  ex- 
pects or  desires  to  master  the  intricacies  of  the  questions  which 
intems.tional  lawyera  and  diplomatists  have  elaborated,  but  simple 
fundamental  Issues  of  right  have  been  raised  which  awaken  in  all 
who  have  developed  the  civic  sense  an  interest  and  a  demand  for 
judgment  such  as  has  not  existed  before.  Questions  of  interna- 
tional right,  because  of  their  gravity  and  u^eacy,  have  become  to 
us  real  and  present. 

There  is  now,  therefore,  an  opportunity  as  there  has  never 
been  before  of  making  progress  towards  a  constructive  interna- 
tionalism which  will  be  the  best  guarantee  of  peace.  But  it  will  re- 
quire strong  and  wise  leadership.  If  the  United  States  and  England 
are  prepared  to  step  out  boldly  in  the  cause  of  international  peace 
there  is  a  good  hope  that  many  other  states,  great  and  small,  will 
follow  their  lead.  The  opportunity  should  not  be  lost.  The  first 
step  is  to  secure  that  as  many  states  as  possible  do  agree  to  submit 
their  disputes  one  with  another  to  inquiry  and  to  forswear  hostili- 
ties until  a  report  on  the  causes  of  dispute  has  been  rec^ved.  Sec- 
ondly, this  union  of  states  should  undertake  mutually  to  guarantee 
each  member  of  the  union  agunst  any  third  state  which  has  re- 
course to  hostiUties  before  submitting  its  dispute  to  inquiry  by  an 
international  court.  All  treaties  made  by  states  which  enter  such 
a  union  which  are  inconsistent  with  these  conditions  should  be 
denounced  or  modified  so  as  to  make  them  compatible  mtb  the 
principles  on  which  this  union  of  states  is  based.  Third,  this  union 
of  states  should  uphold  with  all  its  resources,  material  and  moral, 
the  security  of  international  agreements. 
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HOW  AMERICA  MAY  CONTRIBUTE  TO  THE 
PERMANENT  PEACE  OF  THE  WORLD 

Br  Gbohqb  W.  Kibchwbt,  Ph.D., 
FrofeesOT  of  Law,  Columbia  University. 

How  can  America — how  can  the  United  States — contribute 
to  the  settlement  of  this  war  in  such  a  way  that  we  may  hope  for  an 
extended  reign  of  peace,  if  not  for  permanent  peace? 

I  will  confess  to  you  that  I  would  not  have  come  before  you  if 
I  hadn't  believed  that  there  was  something  that  we  could  do,  some- 
thing that  we  could  propose,  some  concrete  lum  that  might  be  pro- 
moted by  our  assembling  here  tonight  and  talking  this  matter  over. 
What  is  it  that  we  can  do? 

In  the  first  place,  let  me  say  that  I  believe  it  to  be  as  true  tod^r 
aa  it  was  yesterday,  as  true  in  international  concerns  as  it  is  in  all 
our  other  affairs,  that  the  kingdom  of  heaven  cannot  be  taken  by 
storm.  We  shall  not,  by  any  trick  or  device  of  statesmanship; 
achieve  a  permanent  and  enduring  pefice  at  the  end  of  this  war. 
If  we  shall  have  advanced  the  cause  of  permanent  peace  by  a  an^e 
stage  on  the  long  journey  that  lies  between  us  and  Utopia,  we  shall 
have  done  well.  I  have  spent  much  time  during  the  last  few  montlis 
with  some  ardent  spirits — lovers  of  peace,  men  and  women  of  good- 
will— in  the  hope  of  determining  how  beat  we  can  bring  the  public 
opinion  of  the  United  States  to  bear,  with  a  view  to  the  termination 
of  the  war  when  the  proper  time  for  that  shall  seem  to  have  arrived 
and  with  a  view  to  aiding  in  the  creation  of  a  public  sentiment  in 
Europe  which  will  result  in  a  decent,  magnanimous  and  not  a  pred- 
atory and  defective  peace,  a  peace  which  will  not  sow  dragon's 
teeth  of  future  wars,  and  which  shall  also  picture  to  the  bankrupt 
statesmanship  of  Europe  the  desirability  of  nations  living  tt^^tJier 
in  concord;  perhaps  even  of  modeling  thdr  institutions  more  upon 
those  that  we  have  established  on  this  side  of  the  Atlantic,  looking 
forward  toward  that  federation  of  the  world  to  which  the  poet  has 
pointed  the  way.  But  the  more  I  work  with  these  groups  of  incur- 
able optimists,  the  more  convinced  I  become  that  salvation  does  not 
lie  in  any  attempt  to  realise  such  large  aims  as  that  in  such  a  direct 
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and  immediate  way.  I  feel  more  and  more  that  the  problem  is  one 
of  civiiisation.  The  process  that  will  lead  us  to  peace  and  civilization 
is  a  long  process,  one  in  the  education  of  ecperience.  But  in  the 
meantime  what  can  we  do  to  forward  it? 

Let  me  mention  one  thing  that  I  think  we  should  not  do.  I 
do  not  believe  that  we,  the  people  of  the  United  States,  should  join 
with  any  power  or  group  of  powers  in  Europe  with  a  view  to  main- 
tuning  the  peace  of  the  world  by  the  sword.  In  the  first  place,  I 
believe  profoundly  in  the  truth  of  the  saying  that  he  who  takes  the 
sword  shall  perish  by  the  sword.  I  do  not  believe  that  any  good 
thing  is  ever  accomplished  by  violence.  In  the  second  place,  if  it 
is  a  good  thing  for  Elurope  to  muntain  peace  by  military  force,  it  is  a 
good  thing  for  us  to  keep  out  of. 

It  has  been  well  said  that  the  governments  of  the  world  are  in 
a  way  superfluous,  if  not  artificial,  survivals  from — was  it  the  Stone 
Age?  Some  prehistoric  period,  anyway.  That  the  real  government 
of  the  world  is  an  invisible  government  made  up  of  the  great  indus- 
trial and  intellectual  and  moral  forces  which  actually  control  the 
actions  of  men.  Superimposed  upon  this  invisible  government  we 
have  these  relics  of  mediaevalism,  our  political  and  military  govern- 
ments, which  have  very  little  function  left  excepting  to  plunge  into 
chaos  this  modem  world  which  they  do  not  understand.  The 
world — the  modem  world — has  become  a  great  industrial  common- 
wealth, one  single  web  woven  of  a  thousand  million  strands  of  mutual 
interests  and  mutual  sympathies,  and  the  question  for  us  is:  What 
can  we,  the  people  of  the  United  States,  do  to  preserve  the  integrity 
of  that  web? 

I  believe,  in  the  first  place,  that  we  can  best  do  it  by  keeping 
our  own  part  of  the  web  from  disint^ration.  I  believe  that  we  can 
best  do  it  by  maintaining  our  tradition  of  peace  and  our  habit  of 
peaceful  living;  by  setting  our  faces  resolutely  against  every  incite- 
ment to  militarism,  from  whatever  source  it  may  come;  by  refusing 
to  be  stirred  by  panic  cries  of  danger  when  there  is  no  danger;  by 
remembering  that  from  our  gec^raphical  positioQ,  from  our  relations 
of  amity  with  the  whole  world,  we  are  as  safe  from  attack  as  any  na- 
tion ever  has  been  in  human  history.  The  point  that  I  wish  to  insist 
upon  is  this:  that  we  must  not  be  driven  by  panic  into  adopting 
an  attitude  of  militarism  towards  the  rest  of  the  world,  as  the  nations 
of  Europe  were  driven  by  panic  into  the  militarism  which  finally 
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reeulted  in  this  war.  In  that  way  destruction  lies,  and  nothing 
but  deetruction.  We  are,  then,  to  miuntun  our  position  u  a  pacific, 
peace-loving  people. 

And  in  tiie  second  place,  we  are,  by  virtue  of  our  posilaon  in 
the  world,  the  great  neutral,  as  well  as  the  great  pacific,  power. 
As  such  we  owe  to  all  other  neutral  peoples  a  duty — the  duty  of 
leading  them  in  the  ways  of  peace — of  coSperating  with  them  in  the 
great  work  of  making  the  world  a  world  in  which  a  nation  shall  be 
free  to  lead  a  peaceful  life  without  undue  interference  from  nations 
that  are  still  dominated  by  the  war  spirit.  And  it  seems  to  me  that 
this  duty  cannot  be  properly  discharged  by  us  if  we  continue  to 
work  alone  and  for  the  protection  solely  of  our  own  national  inter- 
ests; it  requires  us  to  get  into  close  working  relatione  with  all  otiier 
neutral  peoples,  to  enter  into  conference  with  them  with  a  view  to 
common,  concwted  action  for  the  protection  of  neutral  rights  and 
interests. 

In  the  third  place,  we  are,  in  a  peculiar  sense,  trustees  of  one  of 
the  chief  goods  of  civilization,  the  international  law  of  the  world, 
that  body  of  rules  and  principles  which  represents  what  Gladstone 
called  "  the  public  right"  of  Europe  and  the  civilized  world — perhaps 
the  greatest  achievement  of  the  international  mind,  during  the  last 
hundred  years.  This  public  right  has  no  sanction,  in  the  strict 
legal  sense.  No  military  force,  no  international  police  stands  bdiind 
it,  to  give  it  power.  It  rests  solely  upon  the  public  opinion  of  the 
civiUzed  world — and  the  public  opinion  of  half  the  world  is  paralyzed 
by  war,  and  that  of  the  other  half  is  benumbed  by  fear  or  by  indif- 
ference. It  is  for  us,  I  believe,  to  come  out  into  the  dayl^t,  to 
take  our  place  in  the  sun,  and  to  stand  for  these  violated  principles 
of  international  law,  to  the  end  that  public  right  shall  not  poish 
from  the  earth. 

Then,  lastly,  there  is  another  function  which  the  United  States 
may  well  perform.  We  are  on  terms  of  growing  intimacy,  arising 
out  of  a  growing  understanding,  with  the  other  republics  of  this 
western  world.  It  seems  to  me  that  we  shall  do  more  for  the  cause 
of  durable  peace  if  we  be^  by  creating  an  international  community 
in  the  Americas,  which  shall  be  held  together  by  the  tnnding  ties  of 
peace,  amity,  mutual  interest  and  good-will.  In  other  words,  I  do 
bdieve  in  a  league  of  peace,  provided  it  is  a  league  of  peace 
in  which  it  is  proposed  to  live  by  peace  and  not  by  war;  and  it  seems 
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to  me  that  we  are  in  a  position  to  create  auch  a  league,  perhaps  first 
among  the  republiea  of  this  western  hemiephere,  the  Latin  American 
states  with  ourselves,  and  then,  next,  with  all  other  neutral  powers 
or  rather,  shall  I  say,  all  other  pacific  powers,  those  that  have  laid 
aside,  if  they  ever  cherished,  the  fatal  ambitions  of  national  great- 
ness, to  be  promoted  by  violence  and  force,  which  have  brought  the 
greater  part  of  Europe  to  its  present  pass. 

Therefore,  I  propose  as  the  methods  by  which  we  may  hope 
to  contribute  to  the  permanent  peace  of  the  world:  First,  that  we 
shall  at  all  hazards  and  in  the  face  of  all  dominions  and  powers, 
steadfastly  maintain  our  honorable  position  as  a  pacific  nation,  a 
nation  that  seeks  her  ends  by  the  righteous  ways  of  persuasion  and 
good-will  and  not  by  force  of  arms;  second,  that  we  shall,  as  soon  as 
possible,  enter  into  close  relations  of  amity  and,  if  possible,  into 
a  durable  league  of  peace  with  the  other  states  of  the  western  world ; 
third,  that  we  shall,  without  delay,  enter  into  conference  with  a 
view  to  some  such  permanent  relation  with  every  other  neutral  and 
pacific  power;  and,  lastly,  that  we  shall  do  everything  that  lies  in 
our  power  to  build  a  new  international  law,  remembering  that  the 
world — the  real  world  in  which  we  live  and  move  and  have  our 
being — has  become  industrial  and,  therefore,  peaceful,  and  that 
war-~once  the  normal  condition  of  man — has  become  abnormal,  an 
anachronism  to  be  outlawed;  and,  therefore,  that  this  new  interna- 
tional law  shall  not  be  written,  as  international  law  has  heretofore 
been  written,  by  belligerents  for  belligerents,  but  that  it  shall  be 
written  from  the  point  of  view  of  the  neutral  powers  and  in  the 
interests  of  neutrality  and  peace.  What  that  may  mean  in  the  way 
of  enlarging  the  isles  of  safety  in  the  world,  the  areas  of  land  and 
water  permanently  dedicated  to  peace,  what  in  the  way  of  freeing 
neutral  commerce,  no  one  can  yet  say.  Nor  can  we  have  any  assur- 
ance that  we  shall  be  permitted  to  play  an  important  rdle  in  the 
conference  which  will  settle  the  terms  of  peace  at  the  close  of  this 
war.  But  this,  at  least,  is  certain,  that  we  cannot  be  excluded  from 
any  conference  which  shall  settle  the  international  law  of  the  civilized 
world,  and  it  will  be  there  that  we  shall  make  our  impress  and  exert 
a  real  influence  in  the  direction  of  an  enduring  peace. 

You  will  observe  that  this  is  a  modest  program;  that  it  doee 
not  brii^  ua  very  close  to  the  millennium.  It  will  take  us  only  a  step 
or  two  in  that  direction.    I  conceive  that  there  will  still  be  wars  and 
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rumors  of  war  in  the  years  to  come.  But  I  hope  and  beUeve  that 
the  Europe  that  will  emerge  from  this  catastrophe  will  be  a  chastened 
Europe,  and  that  the  belligerent  nations  will  make  a  serious  effort  to 
live  together,  and  little  by  little  form  the  habit  of  living  together,  in 
peace  and  amity.  But  whether  that  comes  about  or  not,  and 
whether  we  can  by  our  example  and  precept  contribute  to  that  end 
or  not,  the  fact  remains  that  it  rests  wholly  with  us  to  determine 
whether  we  shall  be  a  pacific  nation  in  the  future,  as  we  have  been 
mainly  in  the  past,  and  whether  we  shall  or  shall  not  extend  the 
area  of  peace  by  drawing  within  the  circle  of  our  amity  and  concord 
the  South  and  Central  American  states  and  the  other  natioiu  of  the 
world  that  choose  to  walk  band  in  hand  with  us  in  the  ways  ot 
peace. 
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HOW  CAN  AMERICA  BEST  CONTRIBUTE  TO  THE  MAIN- 
TENANCE OP  THE  WORLD'S  PEACE  ? 

By  G.  Lowbs  Dickinbon, 
Fellow,  Kings  College,  Cambrideei  Eai^d. 

In  putting  down  my  views  on  this  subject  I  am  not  unaware 
that  it  is  a  delicate  matter  for  a  foreigner  to  make  suggestions  to  cit- 
izens of  another  country  as  to  the  principles  on  which  they  should 
conduct  theii  affaira.  My  excuse  is  the  importance  of  the  subject 
to  the  world  at  large.  I  will  not,  therefore,  waste  time  in  apologies, 
but  will  state  briefly  such  views  as  I  have  been  able  to  form,  at  a 
distance  from  the  scene  and  without  the  advantage  of  conversation 
with  leading  Americans. 

The  conclusion  of  this  war  will  be,  in  my  opinion,  the  great 
turning-point  of  civilisation.  Either  we  shall  move  henceforth  se- 
riously and  deliberately  in  the  direction  of  peace,  or  we  shall  move  to 
a  continual  increase  of  armaments  among  the  nations  ah-eady  armed, 
the  arming  of  those  that  are  not  armed,  and,  in  particular,  of  the 
United  States  and  China,  and  a  series  of  wars  in  which  civilization 
itself  may  be  engulfed.  Which  of  these  alternatives  will  be  adopted 
will  depend,  to  a  great  extent,  upon  the  influence  the  United  States 
may  be  able  and  willing  to  exert  at  the  peace  settlement.  I  have 
always  thought  that  the  most  hopeful  issue  of  the  war  would  be  a 
peace  made  by  the  intervention  of  President  Wilson,  and  followed 
by  a  congress  at  which  he  should  preside.  The  United  States  is 
the  one  great  nation  not  directly  interested  in  the  outcome  of  the 
war,  not  seeking  increase  of  territory,  or  prestige,  or  power,  not 
inspired  by  the  desire  for  revenge.  Of  all  the  governments  that  may 
be  concerned  with  the  future  of  Europe,  and  therefore,  of  the  world, 
yours  is  the  only  one  likely  sincerely  to  take  the  view  of  the  peoples 
instead  of  that  i^  the  militariiBts  and  diplomats.  And  the  imperative 
condition  of  peace  is  that  the  view  of  the  peoples  should  be  heard 
and  acted  upon  for  the  first  time  in  history. 

The  congress  at  which  I  hope  to  see  the  United  States  occupy 
a  leading  position,  should  be  one  where  all  the  European  states, 
not  only  the  belligerents,  should  be  represented.     The  belligerent 
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government  are  not  to  be  trusted  to  aim  at  a  permanent  peace. 
Their  repreaentativee  are  not  likely  to  have  the  imagination  to  con- 
ceive such  a  purpose,  nor  even  the  desire  to  pursue  it.  Tbey  will 
be,  indeed,  in  all  probability  the  same  who  made  the  war.  But  the 
neutral  powers  may  be  trusted,  I  think,  to  be  favorable  to  a  radical 
change  in  the  spirit  and  organization  of  European  diplomEicy.  And 
a  strong  lead  given  in  that  direction,  as  it  might  be  ^ven  by  the 
United  States,  would  be  likely  to  be  backed  by  the  British  govern- 
ment and  by  the  better  elements  of  public  opinion  everywhere. 
Elverything,  in  fact,  will  depend  on  the  impulse  given.  And  that 
impulse  could  be  given  with  the  greatest  force  and  tbe  greatest 
disinterestedness  by  tbe  United  States. 

Tbe  business  of  the  congress  would  be  twofold.  First,  the 
settlement  of  the  questions  arinng  immediately  out  of  the  war. 
Secondly,  the  creation  of  a  new  international  organization.  Tbe 
first  point  will  deal  mainly  with  territory  and  indemnities.  What 
territory  will  actually  come  up  for  settlement,  only  the  military 
result  of  the  war  can  determine.  And  it  is  probable,  though  not 
desirable,  that  the  matter  will  be  arranged  between  the  belligerents, 
in  the  preliminaries  of  peace.  The  dettuled  settlement,  however, 
should  be  left  to  be  carried  out  by  an  intemadonal  commiaraon, 
under  tbe  guidance  of  principles  liud  down  by  the  congress.  And 
the  United  States  would,  no  doubt,  throw  all  its  we^ht  on  t^e  aide 
of  the  principle  that  in  any  transfer  <^  territory  the  intoiests  and 
wishes  of  the  populations  concerned  should  be  the  only  point 
kept  in  view.  With  regard  to  indenmities,  they  should  not  be 
penal,  but  belligerents  whose  territories  have  been  invaded  and 
ravaged  should  be  awarded  compensaUon. 

It  is,  however,  with  regard  to  the  future  that  I  should  hope 
the  most  from  the  influence  of  the  United  States.  The  congress 
ought  not  to  dissolve  without  substituting  for  the  system  of  alliances 
under  which  Europe  has  been  suffering  an  international  guarantee 
of  peace.  I  have  already  put  forward,  elsewhere,  at  some  length, 
the  form  I  think  such  a  guarantee  might  take.  It  should  be,  I  think, 
a  treaty  agreement  between  the  powers  to  submit  tbdr  disputes  to 
arbitration,  or  conciliation,  before  taking  any  military  measures; 
and  the  treaty  shall  be  backed  by  the  sanction  of  force,  in  case  of  a 
breach  by  any  of  the  ugnatory  powers.  I  do  not  myself  propose 
an  international  force  nor  an  international  executive,  though  there 
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are  many  who  put  forward  auch  proposals.  But  I  think  the  powers 
should  be  bound  to  apply  joint  pressure,  if  necessary,  by  their  na- 
tional armaments,  to  guarantee  the  fulfillment  of  the  treaty. 

If  such  a  scheme,  or  any  more  drastic  one,  ia  to  be  adopted  and 
to  be  successful,  I  believe  it  to  be,  if  not  essential,  yet  voy  important, 
that  the  United  States  should  be  one  of  the  signatory  powers.  And 
it  is  here  that  I  see  the  great  problem  and  the  great  choice  for  the 
American  people.  Will  you  be  willing,  in  the  interest  of  peace,  to 
depart  from  your  traditional  policy  of  non-intervention  in  European 
disputes,  with  the  chance  of  being  involved  in  hostilities  over  a 
question  which,  in  the  first  instance,  is  purely  European?  Your 
intervention,  it  may  be  suggested,  might  take  the  form  not  of  armed 
force,  but  of  a  refusal  to  trade  with  a  power  that  should  break  the 
treaty.  But  such  refusal  would  of  course  mean  economic  loss  to 
your  country.  As  far  as  that  is  concerned,  it  would  be  a  question 
of  balancing  such  loss  against  that  which  must  fall  on  neutrals, 
no  less  than  on  belligerents,  if  war  breaks  out.  But  such  questions 
are  not  and  should  not  be  decided  merely  on  grounds  of  economic 
interest.  The  American  people  would  have  to  decide  whether  they 
oare  enough  for  peace  to  take  risks  for  it.  And  on  their  decision 
may  depend  the  poBsibility  of  peace.  The  alternative  seems  to  be 
an  America  unentangled  by  agreements  with  European  states, 
yet  progressively  arming  herself  to  meet  possible  menace  from  them. 
If  that  course  is  adopted  by  the  United  States,  most  probably  the 
European  states  will  continue  the  system  of  armed  isolation  or 
alliances.  And  the  question  will  be,  not  whether  there  shall  be 
another  war,  but  simply  when  it  will  break  out. 

If  a  council  of  conciliation  such  as  I  have  elsewhere  suggested 
should  be  set  up,  to  that  council  should  be  referred  not  oiUy  actual 
disputes  but  burning  questions  such  as  are  certain  to  lead  to  disputes. 
These  all  turn,  I  think,  on  race  and  trade.  Both  these  kinds  of  ques- 
tion lie  behind  the  present  war:  race  troubles  in  the  Balkans,  and 
trade  rivahy  in  Morocco  and  elsewhere.  There  is,  I  believe,  no 
ultimate  solution  of  such  questions  other  than  complete  toleration, 
political,  social  and  religious,  wherever  different  races  are  included 
in  a  single  political  system,  and  complete  freedom  of  trade  and  of 
immigration.  The  enormous  difSculty  of  such  a  solution,  and  the 
mass  of  prejudice  and  interest  against  which  it  would  have  to  con- 
tend, are  at  least  as  patent  to  you  in  America  as  to  us  in  Europe. 
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It  must  be  a  long  and  difficult  campaign  to  change  public  sentiment. 
But  the  campaign  would  be  aenaibly  assisted  if  an  impartial  inter- 
national council  should  consider  the  whole  situatioa  in  time  of  peace, 
and  suggest  possible  lines  of  settlement.  The  adoption,  for  example, 
of  the  policy  of  the  "open  door"  in  all  undeveloped  territories  would 
obviate  much  of  the  friction  that  makes  for  war.  The  great  question 
of  the  immigration  of  the  colored  races  into  territory  occupied  by 
white  ones  is  more  difficult.  Yet  the  ventilating  of  it  by  an  impartial 
international  body  and  the  focussing  of  the  public  opinion  of  the 
world  upon  reasonable  compromises  might  do  much  to  prevent 
the  outbreak  of  war  over  issues  no  war  can  permanently  settle. 

In  these  brief  notes,  I  have,  I  hope,  shown  clearly  the  importance 
I  attach  to  the  action  that  may  be  taken  by  the  United  States  at 
the  conclusion  of  the  war.  Naturally  I  da  not  presume  tb  advise. 
But  I  think  the  mere  facts  of  the  situation  show  that  upon  the  action 
your  country  may  be  able  and  willing  to  take  may  depend  the  whole 
trend  of  western  civilization.  And  in  trying  to  show  that,  I  have, 
I  think,  accomplished  the  task  I  was  invited  to  undertake. 


Digitized  by  Google 


AMERICA'S    POSSIBLE    CONTRIBUTION 
.     TO  A  CONSTRUCTIVE  PEACE 

Bt   MoBBIS  HtLLQUIT, 
New  York. 

The  time  has  passed  when  two  or  more  great  natioiiB  could 
wage  war  without  involving  the  rest  of  the  ^rld.  Today  the 
international  organism  of  human  civilization  is  so  delicately  attuned 
that  the  slightest  disturbance  in  any  of  its  parts  immediately  com- 
municates itself  to  the  whole  body.     » 

The  United  States  can  no  more  be  indifferent  to  the  frightful 
ravages  of  the  European  cataclysm  than  the  brain  of  a  man  can  be 
indifferent  to  an  acute  disorder  of  bis  heart.  We  are  imited  with 
the  leading  countries  of  Europe  by  intimate  and  vital  ties.  Every 
economic  or  sodal  improvement,  every  scientific  or  spiritual  advance 
and  every  progress  of  the  arts  on  the  other  side  ot  the  ocean,  raises 
our  etanduds  of  thinking,  feeling  and  living,  and  every  retrogreesion 
in  these  fields  of  human  endeavor  checks  our  own  progress,  deterio- 
rates our  own  worth. 

The  war,  which  is  fought  on  battlefields  more  than  three  thou- 
sand miles  removed  from  us,  is  disarranging  the  entire  social  and 
industrial  fabric  of  this  country.  We  are  involuntarily  drawn  into 
the  maelstrom  of  the  war  in  everything  but  the  physical  fighting. 

I  hold  that  the  United  States  has  vital  interests  and  imperative 
duties  in  this  war,  and  should  exert  every  atom  of  power  to  bring 
about  a  speedy  and  lasting  peace  between  the  nations. 

How  can  this  great  task  be  accomplished? 

There  are  three  miun  channels  through  which  modem  countries 
interact  on  each  other — political,  economic  emd  spiritual.  If  the 
people  of  the  United  States  have  the  power  to  influence  the  bellig- 
erent nations  in  favor  of  a  cessation  of  htratilities,  such  power  must 
be  found  in  one  or  more  of  these  channels;  and  I  maintfun  that  we 
may  exercise  a  decisive  influence  on  the  destinies  of  the  world-war 
in  all  three  directions. 

Politically  the  nations  are  almost  equally  divided  into  belliger- 
ents and  Qon-combatantfi.     One-half  of  the  world  is  under  arma, 
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striving  for  mutual  extermioatioQ,  while  the  otber  half  witnesBea  the 
inhuman  spectacle  with  impotent  dismay. 

If  all  the  nations  at  peace,  all  American  republics  and  all  neu- 
tral powers  of  Europe  and  Asia,  would  join  ui  a  definite  and  urgent 
offer  of  mediation,  the  proposal  would  come  with  such  commanding 
moral  force  that  it  could  not  be  long  ignored  by  the  belligerent 
powers. 

Every  neutral  country  is  deeply  and  disastrously  affected  by 
the  war  and  wishoti  to  see  peace.  But  the  world  is  inert  and  inactive 
for  lack  of  leadersnip.  It  is  this  leadership  which  we  must  assume. 
The  United  States  is  the  largest,  most  powerful  tuid  influential  of 
the  neutral  nations.  It  is  also  the  most  independent  and  secure. 
It  is  natiu-ally  placed  in  a  position  of  leadership  in  this  worid-crisis. 
Our  government  could  properly  take  it  upon  ii«elf  to  oi^anize  a 
council  of  all  neutral  nations,  a  modem  "International  Concert  of 
Powers"  to  conciliate  the  warring  nations  and  not  to  relax  in  efforts 
untsl  peace  is  finally  and  firmly  established. 

This  may  be  a  rather  unconventional  step  in  established  diplo- 
matic procedure,  but  the  world  has  never  faced  a  crisis  as  great  as 
that  through  which  we  are  now  passii^.  The  extraordinary  ritua- 
tion  calls  for  unusual  methods,  bold  measures  and  big  men. 

Economically  we  have  It  within  our  power  to  minimise  the 
ferocity  of  the  European  slaughter  and  perhaps  to  shorten  its  dura- 
tion by  cutting  off  our  Bupply  of  arms,  war  equipments,  ammunitioo 
and  credits  from  all  belligerent  countries.  It  is  barbarous  enough 
to  set  the  engines  of  industry  to  work  manufacturing  instruments 
for  the  assassination  of  an  "enemy,"  but  it  is  criminally  culpable  to 
produce  such  weapons  for  the  killing  of  people  with  whom  our  coun- 
try is  supposed  to  be  at  peace.  By  furnishing  arms  to  the  belliger- 
ents we  take  an  active  part  in  the  direct  hostilities,  and  our  part  in 
it  is  all  the  more  hideous  and  revolting  because  it  is  a  cold-blooded 
traflic  for  profit.  It  is  ui^ed  that  if  we  refused  to  export  arms  and 
ammunitions,  it  would  aid  Germany  as  agunst  the  allies,  and  result 
in  increasing  militarism  in  Europe  because  each  country  would  be 
forced  to  increase  its  production  of  military  supplies  in  times  of 
peace.  These  ai^uments  bear  on  their  face  the  trade-mark  of  the 
armor-plate  works  and  are  as  full  of  holes  as  the  main  products  of 
these  works.  The  fact  is  that  our  broadminded  manufacturers  of 
war  supplies  sell  indiscriminately  to  both  sides,  and  the  chances  are 
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that  wars  would  be  rarer  and  milder  if  each  country  had  to  depead 
DD  its  own  resources  for  waging  warfare. 

Morally  we  may  influence  the  course  of  the  European  war  by 
our  general  attitude.  Our  people,  and  particularly  our  press,  are 
too  much  inclined  to  view  the  appalling  tragedy  on  the  other  edde  of 
the  Atlantic  in  the  light  of  a  sport.  We  follow  the  moves  of  the 
hostile  armies  with  an  interest  akin  to  that  which  we  feel  towards  a 
fascinating  chess  play  or  an  exciting  ball  game.  We  pick  the  wiii> 
ner,  we  take  sides.  In  the  people  of  the  belligerent  countries  such 
an  attitude  is  excusable.  War  is  a  pathological  state  and  creates  a 
morbid  psychology.  But  we  have  no  such  excuse.  Our  press,  our 
pulpit  and  our  lecture  platforms  should  resound  with  emphatic 
protests  against  the  wholesale  carnage  and  with  consistent  and  per- 
sistent councils  of  peace.  Our  views  and  sentiments  are  ioetantly 
communicated  by  the  electric  spark  to  the  entire  world.  We  speak 
daily  to  the  people  of  Europe — let  us  speak  to  them  of  the  horrors  of 
their  war  and  of  the  blessings  of  peace,  and  eventually  they  must 
hear  us. 

But  there  is  another  and  greater  moral  service  which  we  may 
render  to  our  unfortunate  fellow-men  in  Europe — the  service  of 
example. 

This  war  will  end  some  day.  Whether  peace  will  come  sooner 
through  neutral  influences,  or  whether  it  will  come  later  as  the  result 
of  the  physical  exhaustion  of  the  combatants,  come  it  must  some 
time.  And  when  this  greatest  of  all  wars  in  history  will  be  over,  the 
world  will  have  its  greatest  opportunity  for  laying  the  foundations  of 
eternal  peace,  of  a  civilization  worthy  of  the  name.  This  war  is 
bound  to  have  a  great  sobering  effect  upon  mankind.  It  has  robbed 
warfare  of  its  romantic  halo  and  has  revealed  it  in  all  its  ugly  and 
brutal  nakedness — a  mutual  butchery  by  factory  methods,  a  gen- 
eral carnage  on  land,  water  and  in  the  air,  a  prostitution  of  all  the 
sciences  and  arts  to  the  task  of  destroying  human  life.  It  has 
demonstrated  the  ruinous  character  of  the  policy  of  imperialism  and 
the  dangerous  fallacy  of  militarism. 

When  the  smoke  of  the  battle  will  be  cleared,  and  the  masses 
now  in  the  war  will  cast  their  eyes  around  them,  th^  will  encounter 
nothing  but  ruin  and  devastation,  nothing  but  evidences  of  madness, 
savagery  and  shame,  the  total  and  fatal  collapse  of  a  false  civiliza^ 
tion  based  on  the  philosophy  of  the  jungle,  on  the  rule  of  the  claw 
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and  the  fang.  They  will  find  but  little  comfort,  little  promise  in  cdd 
Europe.  They  will  turn  to  us,  the  great  democratic  republic  in  the 
new  world,  which  alone  of  all  great  world-powers  has  managed  to 
preserve  sanity  and  peace.  What  shall  we  offer  them?  SbaD  it  be 
the  old,  destructive  gospel  of  armament,  "preparednees"  and  mili- 
tarism, or  shall  it  be  a  message  (d  peace,  a  promise  of  a  better,  saner 
civilization?  By  our  own  example  of  peace  and  good-will  we  may 
help  to  usher  in  an  era  of  brotherhood  into  the  history  of  the  human 
race.  This  is  the  signal  opportunity  that  the  great  world-crisis 
offers  us.    Let  us  not  fful. 
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HOW    CAN     AMERICA    BEST    CONTRIBUTE    TOWARD 
CONSTRUCTIVE  AND  DURABLE  PEACE  ? 

By  Charlkb  W.  Eliot, 
Cambridge,  Maaa. 

In  accordance  with  your  request,  I  send  you  a  brief  answer  to 
the  question  "How  Can  America  Best  Contribute  toward  Con- 
structive and  Durable  Peace?" 

1.  The  United  States  can  teach  by  precept  and  example  that 
no  nation  should  endeavor  to  establish  by  aggressive  war  dominion 
over  any  other  state  large  or  small.  It  has  already  twice  abstained 
under  trying  circumstances  from  adding  to  its  territory  by  con- 
quest, once  in  Cuba,  and  once  in  Mexico,  and  is  entitled  to 
assert  steadily  that  aggressive"  war  is  not  an  avulable  means,  in  the 
present  state  of  the  world,  of  settUng  international  disputes,  or  of 
extending  national  power. 

2.  The  United  States,  fts  an  original  advocate  of  the  doctrine 
of  exemption  from  capture  of  private  property  at  sea,  may  now 
properly  maintain  that  all  seas,  and  all  canals  or  channels  connect- 
ing great  seas,  should  be  free  to  the  commerce  of  the  world,  and 
that  this  freedom  should  be  placed  under  international  guaranties. 

3.  The  United  States  should  urge  for  general  acceptance  John 
Hay's  policy  of  the  "open  door"  as  the  best  means  of  promoting 
the  trade  of  all  manufacturing  peoples — Occidental  or  Oriental. 

i.  The  United  States  has  no  desire  to  hold  colonial  possessions 
by  force,  or  to  govern  subject  peoples  in  any  part  of  the  world,  and 
can,  therefore,  contend  and  hope  for  the  general  recognition  of  the 
principle  that  the  only  enlargements  of  national  territory  worth 
having  are  those  brought  about  by  consent  and  with  good  will 
and,  therefore,  likely  to  become  bound  to  the  central  or  parent  state 
by  the  sense  of  mutual  service  and  advantage. 

5.  The  United  States  has  advocated  arbitration  as  a  means  of 
settling  international  disputes,  and  has  itself  resorted  in  numerous 
cases  to  the  method  of  arbitration  as  a  means  of  settling  its  own 
disputes  with  other  nations.  Recent  events,  however,  seem  to 
prove  beyond  question  that  the  major  cases  of  international  strife 
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are  matters  which  do  not  permit  of  either  arbitration  or  concilia- 
tion,  because  they  originate  in  racial  or  reli^oua  differences,  hot 
commercial  competitions,  or  other  popular  emotiona  and  passioiu. 
The  court  contemplated  in  the  Hague  Ck>Dference8  has  always  been 
of  an  arbitral  nature,  suited  for  composing  disputes  on  minor  poiDte 
which  permitted  of  compromise.  The  United  States  should  here- 
after use  all  its  influence  toward  the  creation  of  an  International 
Council  capable  of  securing  a  permanent  peace,  and  created  by 
fresh  international  treaties. 

6.  Since  such  a  Council  would  be  ineffective  unless  supported 
by  an  international  force,  the  United  States  ought  to  prepare  to 
furnish  its  full  quota,  in  proportion  to  its  population  and  its  wealth, 
of  the  international  naval  force  competent  to  prevent  any  inter- 
ference with  the  freedom  of  the  seas.  This  quota  should  be  of  ^ 
highest  possible  efficiency  as  regards  types  of  vessels,  ordnance, 
mimitions,  and  skill  of  officers  and  men. 

7.  The  United  States  should  use  all  its  influence  in  interna- 
tional discussions  to  substitute  frankness  and  honesty  in  negotia- 
tions, amity,  mutual  forbearance,  cooperation,  and  stable  inter- 
national peace  in  place  of  secret  and  cheating  diplomacy,  enmity, 
domination  of  the  strong  over  the  weak,  injustice,  and  recurrent 
war. 

8.  When  a  Supreme  International  Council  or  Tribunal  has  been 
established,  the  United  States  can  urge  consistently  with  its  own 
practice  that  national  armaments  should  be  reduced,  and  that  the 
practice  of  fortifying  frontiers  and  cities  should  be  abandoned. 
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I  am  not  going  to  discuss  the  oeutrality  of  the  United  States. 
It  is,  I  presume,  in  good  hands.  At  any  rate,  we  cannot  alter  it. 
It  waa  in  good  hands  when  Judge  Moore  bad  something  to  do  with 
it.  I  wish  to  say  a  few  words  on  the  very  elusive  subject  of 
the  right  of  small  nations  to  independence.  This  sounds  some- 
thing iike  a  joke,  after  a  review  of  the  history  of  the  past  fifty  years; 
yet  our  friends  of  South  and  Central  America  ought  to  be  interested 
in  it,  at  least  academically.  The  fact  is  that  the  denial  by  us  at 
times  of  that  right,  and  the  refusal  of  all  the  other  leading  civilized 
nations  of  the  world  to  observe  it,  is  what  has  been  the  real  cause 
of  all  the  wars  of  the  last  century.  Each  nation,  in  denying  it,  can 
always  offer  good  pretexts  to  its  own  people  and  to  the  rest  of  the 
world.  You  cannot  catch  up  with  the  modem  internation^  diplo- 
mat. He  is  always  three  leaps  ahead  of  the  rest  of  the  people.  A 
government  may  do  anything  if  it  has  carefully  prepared  to  issue 
the  proper  bulletins  on  the  subject  afterwards. 

Let  us  begin  with  oursetves.  The  United  States  has  been 
goiity,  during  the  past  140  years,  of  several  breaches  of  the  ethical 
right  which  we  are  discussing.  We  must  freely  admit  that  fact 
before  proceeding  to  criticize  others.  Doubtless  we  played  the 
game  on  quite  as  high  a  plane  aa  the  international  standards  of  the 
different  epochs  involved  seemed  to  require.  We  evidently  be- 
lieved in  the  fundamental  justice  of  the  taw  ol  conquest.  Certunly 
up  to  very  recent  times  it  has  been  well  recognised  that  when  a 
nation  went  to  war  with  another  it  might  take  the  other's  terri- 
tories or  its  colonies,  among  other  things.  And  we  have  done  it. 
Sometimes  we  have  done  this  without  going  to  war  and  sometimes 
by  going  to  war.  Of  course  there  are  many  other  nations  which 
pursued  this  course  on  a  larger  scale,  and  there  are  other  nations 
which  circumstances  prevented  from  doing  it  to  so  large  an  extent 
as  they  wished.  These  facts  practically  caused  the  present  world 
struggle. 
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I  do  not  believe  at  all  in  Peace  Societies.  I  gladly  and  freely 
acknowledge  the  sincerity  fuid  high-mindedness  of  their  work;  I 
mean  I  do  not  believe  that  they  are  on  the  right  track.  You  can- 
not mt^e  people  stop  fightii^  for  loot  simply  by  preaching  godliness 
to  them.  If  they  were  godly,  they  would  not  be  fighting  for  loot. 
Then  there  are  gentlemen  who  are  so  Utopian  as  to  believe  that  we 
might  create  a  red,  white,  blue,  pink,  green  and  yellow  international 
police  force,  composed  of  warships  and  armies  contributed  by  the 
various  civilized  nations  of  the  world — I  suppose  on  a  per  capita 
basis — and  that  after  establishing  a  supreme  arbitral  tribunal,  with 
this,  I  do  not  like  to  say  motley,  naval  force  back  of  it,  wise  and 
just  decisions  of  all  kinds  in  cases  of  international  disputes  could  be 
effectively  enforced.  I  do  not  think  that  the  idea  is  practical.  I 
cannot  imagine,  with  patriotism  defined  and  taught  as  it  is  today, 
with  our  civic  education  following  the  lines  with  which  we  are  famil- 
iar, any  ordinary  person  committing  treason  against  his  own  country 
(and  in  time  of  war,  of  course,  treason  is  defined  as  bearing  arms  or 
taking  service  against  one's  own  flag);  nor  can  I  imagine  that  an 
international  police  force  composed  of  ten  or  twelve  different  races 
and  nationalities  would  brii^  about  anything  but  ample  oppor- 
tunity for  dispute,  even  in  time  of  peace. 

There  remains  the  proposition  of  disarmament  as  a  means  of 
bringing  about  peace.  After  all,  whatever  we  may  start  to  talk 
about,  what  we  are  thinking  about  is  peace — permanent  world 
peace.  There  are  people  who  sincerely  believe  that  if  the  strong 
nations  disarmed,  or  partially  disarmed,  continued  peace  would  be 
rendered  more  possible,  or  more  probable.  History  does  not  indi- 
cate anything  of  the  Bort.  I  have  been  unable  to  discover  in  my 
leisure  moments  the  case  of  any  nation  which,  unarmed,  haa  been 
treated  with  more  careful  consideration  by  any  other  tiation  or 
nations  because  of  the  former's  defenseless  situation.  There  may 
have  been  such  instances,  but  they  are  not  recorded  in  history. 
Perhaps  the  Chinese  Republic  is  the  best  example  of  an  unoffending, 
unarmed  and  unaggressive  natioik,  but  it  is  suffering  bitterly  at  the 
present  time.  So  that,  while  it  is  true  that  great  preparations  for 
war,  great  armies  and  powerful  navies,  may  set  the  hair-trigger, 
may  render  it  easier  for  the  ruling  powers  to  bring  about  war,  if 
they  BO  desire,  because  the  nations  feel  so  well  prepared  for  it,  it  is 
equally  true  that  lack  of  preparation  for  defense  has  never  pro- 
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tected  any  nation  or  people  in  the  world,  and  it  would  be  a  very 
dangeroua  experiment,  it  eeeniB  to  me,  for  the  American  people  to 
endeavor  to  test  out  that  theory  just  at  this  particular  time.  We 
have  then  the  idea  of  a  supreme  arbitral  tribunal  which  requires 
an  international  poaae  comitaiuB,  as  Colonel  Roosevelt  has  suggested, 
to  enforce  its  decrees,  and  we  have  the  idea  of  disarmament,  and  I 
declare  frankly,  as  a  lover  of  peace,  that  I  do  not  believe  that  either 
of  the  plans  would  produce  peace.  The  question  therefore  becomes 
whether  there  is  any  tendency  towuds  peace  which  we  could  fur- 
ther or  encourage.  I  think  that  there  is,  if  we  are  ready  to  face  it. 
I  believe  that  the  cause  of  every  war  in  the  paat  century,  and 
many  before  that,  has  been  acquisitive  statesmanship,  the  wrongful 
lust  for  land,  and  the  commerce  and  advantages  flowing  from  it. 
It  is  the  basic  cause  of  the  present  war.  There  is  not  a  nation  with 
even  a  fifth  rate  statesman  which  cannot  offer  a  perfectly  good  pre- 
text for  going  to  war;  and,  unfortunately,  most  of  the  people  in  the 
country  always  believe  the  pretext  put  forward  by  their  own  states- 
men, and  pay  no  attention  at  all  to  any  ai^uments  advanced  by 
the  other  side.  The  result  is  that  we  have  the  almost  incredible 
spectacle  of  eight  or  nine  different  nations,  of  relatively  high  civil- 
ization, ranged  in  a  death  struggle  against  each  other,  with  the 
people  of  each  nation  sincerely  believing — 90  per  cent  of  them  at 
least — that  its  cause  is  just.  It  is  not  of  any  real  importance  whose 
cause  is  just,  because  it  may  well  happen  that  the  really  just  cause, 
practically  speaking,  will  be  defeated  by  the  greater  number  of 
men,  ships  and  cannon.  The  important  point  is:  what  state  of 
diplomacy  or  what  state  of  education  exists  in  the  world  when  nine 
•  nations  can  go  to  war,  with  not  only  the  statesmen  but  the  mass  of 
the  people  of  each  beUeving  that  it  is  right?  There  is  only  one 
possible  explanation,  in  my  opinion,  and  that  is  that  the  people  of 
those  nations  are  in  reality  fighting  for  something  very  much  nearer 
to  them  and  more  tangible  than  a  theory  of  academic  justice.  The 
war  has  been  put  to  them  on  racial  lines,  or  on  religious  lines,  or  on 
the  line  of  altruism,  or  on  the  Une  of  the  upholding  of  treaties,  but 
the  fact  is  that  the  real  appeal  is  to  something  very  much  more 
solid,  very  much  more  practical  than  anything  of  that  kind,  and 
that  appeal  is  to  the  long  since  famifiar  "larger  national  develop- 
ment." Can't  you  see  those  words  when  they  appear  in  the  official 
hluebooks  and  communique?    It  is  this  aspiration  for  more^land 
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which  at  least  one  Deutrat  nation  in  Europe  is  using  today  to  in- 
flame the  war  Bpiiit  of  its  people.  What  does  that  mean?  What 
does  it  mean  in  the  case  of  this  neutral  nation?  It  means  "more 
territory,"  "more  commerce,"  "more  people  to  be  taxed,"  mme 
land  over  which  to  rule,  and  more  people  over  which  the  flag  might 
float.  I  would  take  great  pleasure  in  uttering  these  same  words  to 
any  audience  in  the  world.  We  Americans  are  no  more  free  from 
it  than  any  other  nation  in  the  world.  We  have  our  own  name  for 
our  national  exploits.  We  free  the  oppressed.  We  do  pretty  well, 
all  things  considered.  There  is  some  good  in  everything,  but  I  am 
thinking  about  the  principle  not  of  ethics,  but  of  international  cus- 
tom which  permits  a  nation  on  any  pretext  to  violate  the  Bovereignty 
of  any  other  nation.  The  denial  of  this  may  sound  rather  radical, 
because  war  between  sovereign  peoples  has  been  the  fashion  for 
thousands  of  years.  But  we  have  grown  out  of  a  great  many  fash- 
ions, and  the  fact  is  that  until  land,  fixed  by  international  bounda- 
ries, shall  be  recognized  as  inviolate,  and  until  some  other  method 
of  punishing  a  nation  which  infringes  on  the  r^hts  of  other  nations 
shall  be  found,  war  will  continue,  and  no  peace  societies,  arbitrt^ 
tribunals,  or  international  fleets,  or  anything  of  that  kind,  can  pos- 
sibly stop  it.  We  have  seen  in  the  last  fifty  years  a  dozen  fl^rant 
and  shameless  violations  of  treaties,  violations  committed  by  the 
leading  nations  of  the  world,  including,  in  one  instance  at  least, 
the  United  States,  where  in  a  small  or  weak  country  there  has  been 
some  little  oppresuon  of  foreigners  or  other  cause  for  the  complaint 
which  has  been  seized  as  a  convenient  pretext  for  the  treaty  violat- 
ors, at  home  and  abroad. 

We  have  seen  a  whole  continent  practically  divided  up  in  the 
last  twenty  years.  We  see  a  lai^e  part  of  another  great  continent 
about  to  be  divided  up  between  two  of  the  leading  civilized  nations 
of  the  world.  We  have  over  here  two  great  continents  whose  future 
status  is  by  no  means  permanently  fixed,  certsunly  not,  if  the  prin- 
ciple is  to  be  accepted  by  the  world  that  stroi^  naval  or  military 
power  allows  a  nation  or  group  of  powers  .to  dictate  new  international 
rights. 

The  United  States  and  the  American  people  who  are  neutral, 
officially,  in  this  present  stru^le  will  probably  come  out  of  the 
situation  disliked  by  all  parties.  We  cannot  do  anything  now  but 
prepare  for  eventualities,  except  begin  to  think  in  larger  terms  than 
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those  of  counties  and  states.  The  great  glaring  defect  in  the  inter- 
natiooal  affairs  of  the  American  people  is  that  they  cannot  think 
in  broad  terms.  Let  us  be^n  by  remembering  that  there  are  a 
great  many  nations  in  this  world,  contributing  to  its  welfare  and  civ- 
ilization in  a  high  degree,  and  making  hfe  both  interesting  and 
profitable  for  all  of  us,  which  could  nev^  by  any  reasonable  proba- 
bility become  great  military  powers.  If  these  nations  are  to  be 
wiped  out,  if  they  are  to  become  subject  peoples,  merely  because  of 
thor  indisposition,  as  in  the  case  of  China,  or  their  inability,  as  in 
the  case  of  many  smaller  nations,  to  become  great  military  powers, 
then  the  world  will  live  in  centuries  more  of  strife.  And  if  that  is 
to  be  the  future,  the  United  Statee  should  become  a  military  power 
as  soon  as  possible.  On  the  other  hand,  if  there  is  such  a  thing  ae 
a  manly  appeal,  if  there  is  such  a  thing  as  an  unselfish  proposition 
in  international  affairs,  let  us  put  forth,  in  proper  diplomatic  lan- 
guage, at  proper  times  and  under  proper  conditjons,  a  distinctly 
American  doctrine,  which  has  not  to  do  with  the  interning  of  vessels 
or  the  shipment  of  arms,  but  declares  that  under  all  circumstances 
the  integrity  and  sovereignty  of  all  neutral  nations  as  they  exist 
shall  be  recognized,  all  pretexts  to  the  contrary  notwithstanding. 

The  first  and  moat  important  result  to  flow  from  that  declara- 
tion would  be  the  way  in  which  our  neighbors  to  the  south  would 
regard  UB.  I  do  not  blame  them  for  having  the  greatest  suspicions 
of  what  American  policy — (Yankee  policy,  as  they  call  it) — means 
for  them.  I  myself  believe  that  those  suspicions  are  unjustified, 
as  do  you,  but  I  am  speaking  from  their  standpoint.  We  ought  to 
put  forth  that  doctrine  for  their  sake.  We  ought  to  make  it  very 
clear  to  them  that  no  matter  what  happens,  no  matter  what  the 
temptation  or  the  crisis  may  be,  or  what  interests  may  be  involved, 
we  will  never  take  a  band  in  stealing  from  any  other  nation  on  the 
Western  Hemisphere  (nor,  of  course,  elsewhere)  a  single  square 
mile  of  territory  under  any  pretext.  It  is  possible  that  after  we 
have  proclsdmed  that  and  made  good  at  it,  we  might  get  some  other 
nations  in  the  world  to  see  the  permanent  value  to  peace  of  that 
doctrine.  There  is  not  very  much  unseized  land  left  in  the  world 
except  China,  and  she  seems  to  be  on  the  point  of  being  altruisti- 
cally taken  in  charge,  so  that  we  ought  not  to  be  conudered  entirely 
unreasonable  when  we  suggest  to  them  that  all  nations  stop  fighting 
among  each  other  for  the  land  which  they  have  thready  divided  up. 
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But  the  United  States,  you  say,  took  the  Philippine  Islands 
purely  for  altruiatic  reasons.  I  know  some  will  smile  at  this,  be- 
cause there  are  many  people  who  really  think  that  we  are  there  for 
that  reason,  and  we  may  be,  but  the  fact  is  that  the  British  say, 
the  French  say,  the  Russians  say,  and  the  Japanese  say,  "You  found 
it  convenient  to  rob  poor  old  Spain  when  you  were  in  a  war  with 
her,  and  you  took  the  Philippine  Islands."  We  quote  our  speeches 
in  Congress  and  everything  of  that  kind  to  prove  that  we  are  there 
for  the  welfare  of  the  people.  Sngland  is  where  she  is  all  over  the 
S^obe  for  that,  and  France  is  in  a  good  part  of  Africa  for  that  pur- 
pose, and  Japan  and  Russia  are  struggling  in  one  direction  or  another 
for  that  purpose.  I  am  aware  that  this  is  a  very  unpopular  line  of 
conversation.  I  wouldn't  go  out  and  run  for  public  office  on  this 
platform,  but  the  fact  is  that  it  is  impossible  to  make  exceptions. 
It  may  well  be  that  the  great  mass  of  us  are  sincere  in  our  belief 
that  we  can  govern  better  certain  portions  of  the  globe  which  we 
could  hardly  have  found  on  the  map  seventeen  years  ago  than  could 
the  people  who  were  there  for  hundreds  of  years  before  us,  or  the 
people  who  were  bom  there.  It  may  also  well  be  that  a  Russian 
form  of  government  would  be  much  better  for  the  people  of  Con- 
stantinople than  the  present  one.  But  that  is  not  the  point.  The 
point  is,  is  there  anything  practical  about  such  a  doctrine?  Where 
would  we  atop? 

How  are  we  to  demarcate  acquisitive  statesmanship  from  alb-u- 
iatic  statesmanship,  if  you  once  admit  you  can  take  another's  native 
land?  Suppose  that  the  intricacies  and  tendencies  of  international 
law  do  make  it  more  difficult  in  future  for  a  nation  to  pick  a  quarrel 
of  conquest,  it  is  easy  for  clever  statesmen  to  devise  new  pretences. 
The  right  of  conquest,  the  taking  of  territory  by  bald  conquest, 
has  already  gone  out  of  fashion.  Now-a-days  a  weaker  nation  is 
rarely  taken  by  conquest.  There  is  a  clash  of  interests,  car^ully 
advertised  and  worked  up  in  advance,  then  the  national  commerce 
of  the  ^gressor  becomes  vitally  important,  or  a  racial  affinity  is 
discovered  which  makes  it  necessary  that  one  nation  leap  dght  or 
nine  hundred  miles  to  stand  by  another  nation  in  going  to  war.  I 
only  mention  these  things  because  we  have  grown  used  to  them, 
fine  expressions  may  be  very  consoling  to  the  people  of  the  country 
being  seized.  But  we  all  know  that  such  thii^  are  merely  a  ques- 
tion of  a  pret«xt,  and  there  can  be  no  just  pretext  for, taking  the 
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land  and  the  birthright  of  another  people.  Certainly  the  American 
people  should  never  admit  such  a  pretext,  and  if  we  do,  it  muat  be 
becauBe  of  some  finesse  of  diplomacy  and  international  law. 

When  certain  difficulties  arise  I  can  conceive  that  it  would  be 
almost  easier  to  go  in  and  "spank"  a  smaller  nation  than  to  reason 
with  it,  or  to  arbitrate.  I  think  we  have  seen  cases  of  that  kind 
not  so  very  long  ago.  But  the  vexations  of  self-reetraint  are  much 
leas  than  the  difficulties  which  flow  to  the  world  at  large  from  the 
admission  of  the  doctrine  of  the  right  of  the  acquisition  of  territory 
belonging  to  another  sovereign  people.  I  should  like  to  see  the 
United  States  (and  I  suppose  that  we  can  do  so  at  least  aa  fittingly 
as  any  other  nation)  put  forth  this  doctrine  at  the  proper  time,  take 
it  as  their  national  slogan  and  await  the  result.  We  cannot  impose 
it  upon  others,  if  they  do  not  choose  to  accept  it,  and  it  will  be  hard 
at  times  to  sit  quietly  by  and  see  other  nations  reject  it  and  profit 
by  their  attitude  while  we  are  following  a  principle.  That  is  true, 
however,  of  every  principle  which  is  worth  while.  I  should  like  to 
see  our  country  do  one  thing  more,  at  the  same  time  that  we  are 
preparing  to  put  forth  that  doctrine  of  the  fixed  balance  of  territory 
aa  a  possible  safeguard  against  war, — I  should  like  to  see  established 
and  maintained  in  this  country  an  army  and  a  navy  so  efficient  and 
so  lai^e  that,  whatever  the  international  aituation  might  be,  there 
could  be  no  suspicion  in  the  mind  of  any  "doubting  Thomas"  any- 
where in  the  world  that  we  were  putting  forth  this  peaceful  and 
generous  doctrine  from  either  weakness  or  fear. 
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Bt  C.  H.  Inoebsoll, 
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Two  important  factors  which  mark  the  growth  of  civilization 
are  an  increasing  c»)ntrol  over  the  forces  of  nature,  and  a  more  minute 
division  of  labor.  The  latter  makes  us  to  a  large  extent  dependent 
on  others,  and  this  has  never  been  more  conclusively  shown  than 
during  the  present  war.  Although  we  are  a  neutral  nation,  the 
struggle  has  affected  every  one  of  us  in  an  economic  sense.  Some 
have  lost — others  gained,  so  far. 

At  any  rate,  the  war's  costs  are  enormous  and  will  continue  to 
be.  Professor  Charles  Richet,  of  the  University  of  Paris,  estimated 
some  years  ago  that  a  general  European  war  would  cost  approxi- 
mately $50,000,000  a  day.  Recent  figures  from  London  indicate 
that  the  annual  expense  of  England  and  her  allies  will  approxi- 
mate $8,000,000,000  and  the  total  annual  direct  expenditures  of 
the  nations  at  war  will  probably  reach  $16,000,000,000. 

Statistics  of  capital  known  to  be  normally  available  for  invest- 
ment and  securities  are  compiled  year  by  year  by  the  Belgian  Finan- 
cial Publication  Le  Movitew  det  Intirits  MatirieU  and  these 
show  the  average  annual  amount  available,  for  the  past  few  years, 
to  be  about  $4,000,000,000.  One  year's  war  vnli  consume  approxi- 
mately four  years'  savingsl     A  costly  plaything — War. 

And  I  have  not  yet  spoken  of  the  indirect  costs.  The  enormous 
destruction  of  property,  the  almost  complete  disorganization  of  the 
^encies  of  production  and  distribution,  the  economic  loss  sustained 
by  the  almost  unbelievably  large  loss  of  life — these  are  factors  which 
cannot  even  be  approximated. 

Who  will  pay  for  this  war?  Will  the  people  of  the  nations  at 
war  stand  all  the  costs,  or  will  they  be  distributed  among  humanity 
in  general?  I  believe  that  we  will  all  have  to  bear  a  share  of  the 
burden,  and  that  it  will  fall  most  heavily  on  those  who  are  least 
fitted  to  stand  up  under  it — the  consumers.  The  consumer  is  the 
laborer  in  more  than  nine  cases  out  of  ten.  Under  the  present  sys- 
tem of  taxation,  busineas  will  stand  the  first  costs.  But  a  tax  upon 
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buemees  is  a  tajt  upon  capital  and  industrial  enterprise,  on  which 
the  conBumer-laborer  depends  for  employment.  If  business  thrives, 
the  consumer-laborer  pays  the  tax  in  the  form  of  higher  prices;  if 
the  tax  ia  bo  high  that  businesa  cannot  be  conducted  at  a  profit,  he 
pays  it  in  the  form  of  unemployment.  In  other  words,  he  gets  it 
comii^  or  goii^.  Perhaps  it  will  be  in  the  form  of  higher  prices — 
perhaps  increased  unemployment — or  in  some  other  manner,  but 
these  costs  will  be  paid.  For  many  months  we  have  been  paying  the 
costs  in  the  fonn  of  disorganized  and  dislocated  business,  and  by 
special  taxes  on  proprietary  and  toilet  articles,  telephone  and  tele- 
graph messages,  and  so  on. 

The  govenuneot  must  be  supported — that  is  not  open  to  discus- 
sion. Under  the  present  system  governmental  revenues  are  quite 
largely  secured  from  import  duties.  When  this  source  is  cut  off, 
or  lessened,  as  it  has  been  since  the  war  started,  we  pay  the  pen- 
alty in  another  way — and  always  through  taxes  levied  upon  those 
who  have  least  cause  to  have  to  bear  them.  Taxation  as  now  in 
vogue  is  all  bad;  taxes  fully  deserve  the  evil  reputation  they 
bear.  Taxation  today  means  taking  from  people  something  they 
think  they  own;  hence  their  persistent  objections.  This  is 
evidence  of  the  wrong  basis  for  taxation,  and  proof  that  it  is 
interfering  with  normal  life,  industry  and  prosperity.  If  we  want  to 
do  away  with  war,  let  us  first  remove  the  cause — unjust  taxation. 
Can  business  prosper  while  being  driven  from  pillar  to  post  by  the 
tax  assessor?  Or  is  it  better  not  to  have  business  prosper?  A 
stranger  might  reasonably  infer  that  the  prosperity  of  business  is 
decidedly  i^ainst  public  policy. 

What  is  the  present  financial  status  of  American  industries? 
We  are  bleesed  with  good  crope,  for  pne  thing.  In  addition  to  hav- 
ii^  plenty  for  home  consumption,  we  have  enough  to  feed  several 
of  the  warring  nations  and  some  of  the  neutrals.  The  farmer  instead 
of  worrying  about  how  he  will  pay  the  interest  on  his  mortgage,  now 
spends  his  earnings  assiduously  studying  the  pages  of  the  automobile 
catalogue.  He  is  selling  the  products  of  the  field  at  top  prices,  and 
so  far  at  least,  the  increased  prices  of  the  things  he  has  to  buy  do 
not  equal  his  increased  revenues. 

It  is  the  opinion  of  2,000  leaders  of  thought  and  action  in  the 
financial,  mercantile  and  industrial  field  that  "while  money  is  cheap, 
credit  is  subnormal."    There  is  a  super-abundance  of  money  in  some 
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sections  of  the  country,  munly  in  the  lai^er  centers.  This  is  to  be 
expected,  for  the  sequence  of  a  period  of  business  depression  is  al- 
ways an  accumulatioD  of  money  at  the  large  centers  and  a  closer 
scrutiny  of  credit  that  results  in  the  elimination  of  those  who  were 
hopelessly  crippled  by  the  panic  but  were  temporarily  carried  along 
by  bankers  until  better  financial  conditions  permitted  of  their  re- 
habilitation through  bankruptcy  or  reorganization,  with  less  shock 
to  the  community  and  with  greater  salvage  to  their  creditors.  Econ- 
omy is  general,  and  reports  indicate  that  in  many  instances  it  is 
deliberate  and  is  being  followed  as  a  matter  of  choice  and  not  of 
necessity.  The  Federal  Reserve  Law  is  malting  money  easier  to 
secure.  We  have  a  brisk  home  trade  and  a  strong  export  trade  in 
foodstuffs  and  war  materials.  Our  "balance  of  trade"  has  reached 
a  record  figure.  Our  citizens  are  "  Seeii^  America  First. "  Millions 
of  dollars  are  beit^  kept  at  home  this  year  through  force  of  necessity. 

This  war  was  not  desired  by  any  nation  now  involved  in  it,  nor 
by  the  people,  nobility  or  ruling  class  of  any  country,  and  was  beyond 
the  power  of  the  world's  financiers  to  have  averted.  It  is  a  com- 
mercial war,  always  raging,  due  to  the  fact  that  each  nation  is  alwaj-s 
unconsciously  fightii^  to  extend  its  area  oi  free  trade.  The  existence 
of  tariff  walls  is  the  prime  cause  of  national  and  racial  hatreds.  On 
the  other  hand,  the  examples  of  the  German  ZoUverein  and  the 
United  States  of  America  show  the  mutual  advantage  and  amity 
that  flow  from  state  autonomy  and  the  freedom  of  commerce. 

"Suppose"  with  me  for  a  moment.  Suppose  that  there  were 
tariff  walls  between  the  various  states  of  the  Union,  Now  then — 
Michigan  automobile  manufacturers  are  trying  hard  to  build  up  an 
export  trade  in  South  America.  The  cheapest  method  of  transpor- 
tation is,  we  will  assume,  by  Mississippi  River  boats,  to  New  Orleans. 
But  to  reach  the  Mississippi  or  Ohio,  the  Michigan  manufacturers 
wou'.d  have  to  pass  through  Illinois,  Indiana  or  Ohio,  and  there  pay 
a  duty  on  their  products.  Think  of  the  jealousy  and  hatred  this 
would  cause!  We  are  so  accustomed  to  free  trade  within  the  United 
States  that  our  senses  have  failed  to  grasp  the  importance  of  the 
cause  which  has  thrown  Europe  into  a  state  of  indescribable  turmoil. 

The  real  cause  of  the  European  war  was  not  the  shooting  of  an 
Austrian  noble  by  a  Serb — the  real  cause  was  an  economic  one — the 
tmconscious  fight  of  each  nation  to  extend  its  area  of  free  trade. 
Russia,  for  example,  is  a  nation  without  a  good  seaport.     What  is 


Digitized  byGoOgIC 


War — Oa  SciBimnc  Taxation  256 

more  natural  then,  than  for  her  to  look  with  envy  at  German  soil 
along  the  Baltic,  and  at  the  region  of  the  Dardanelles?  What  would 
prevent  her  from  shippii^  her  goods  from  German  ports?  The 
answer  is  the  existence  of  tariff  walls.  If  she  sent  her  goods  through 
Germany,  she  would  be  taxed.  This  is  a  condition  which  has 
existed  for  centuries,  haa  caused  numberless  wars,  and  will  continue 
to  create  discord  and  ill-feeling  until  goTemments  remove  tariff  bar- 
riers and  gain  their  support  from  nature's  creation  instead  of  from 
the  fruits  of  man's  labor. 

The  remedy — the  only  insurance  gainst  war — is  a  more  scien* 
tific,  rather  a  scientific,  system  of  levying  taxes.  Under  the  present 
system  unimproved  land  goes  almost  free  on  the  theory  that  it  is 
earning  no  income,  and  in  disregard  of  the  fact  that  It  is  a  stumblii^ 
block,  a  drag  on  development,  and  that  it  is  growing  valuable  by 
the  industrious  efforts  of  others.  Build  a  bouse,  or  even  paint  one, 
or  beautify  your  property,  and  you  must  pay  a  penalty.  Buy  a 
suit  of  clothes,  a  barrel  of  sugar  or  a  ton  of  coal,  and  you  will  have 
paid  another  fine  that  must  discourage  your  effort  to  live  comfort* 
ably.  Our  present  system  is  a  direct  encouragement  to  speculative 
inaction,  and  at  every  turn  a  blow  at  honest  industry. 

The  site  tax,  or  tax  on  land  values  would  not  disturb  existing 
titles  to  land  at  all,  but  by  surrounding  ■users  of  land  with  fair  con- 
ditions, not  now  existing,  would  make  these  titles  absolutely  secure. 
The  force  of  the  change  would  fall  on  those  non-users  or  partial 
users  of  tracts  they  are  holding  for  an  advance  in  price.  For  exam- 
ple, of  two  adjoining  pieces  of  land,  one  is  occupied  by  a  building 
and  other  improvements,  and  the  other  is  in  its  raw  natural  state. 
The  owner  of  the  first  pays  a  high  tax  on  every  building  and  its  con- 
tents,— on  even  bis  fences,  ditches,  grading  and  so  on,  as  well  as  a 
high  tax  on  the  land  itself,  white  his  neighbor  pays  a  low  tax  on  the 
land  alone.  A  tax  on  site  values  would  remove  all  tax  from  the 
improvements  and  take  the  full  rental  values  of  the  land  only, 
without  considering  in  the  slightest  degree  the  improvements,  thus 
lowering  the  tax  paid  by  owner  No.  1.  The  tax  on  the  unimproved 
plot  would  be  increased  three  or  four  times,  bringing  it  to  the  actual 
economic  value,  corresponding  to  the  adjoining  land.  And  what 
would  be  the  net  result  of  this?  Urst,  an  induatrious  man's  taxes 
would  be  lowered,  and  he  would  be  encouraged  to  make  further 
improvements.    Second,  the  "dog  in  the  mat^r"  would  realize 
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that  there  was  no  longer  any  profit  in  holding  land  idle;  so  he  would 
use  it,  build  upon  it,  cultivate  it,  and  employ  labor,  thus  raising 
wages.  Third,  another  house  would  be  in  the  market,  lowering  rents 
for  houses,  and  more  produce  would  be  sent  to  market,  contributing 
to  cheaper  prices  for  such.  Fourth,  as  the  revenues  from  land 
would  more  than  suffice  for  all  expense  of  government,  every  other 
tax  would  be  abated,  so  that  general  public  would  actually  be 
Kiempt  from  taxationi  The  land  would  take  care  of  it  all,  and 
justly  so,  because  these  same  people  have  made  every  dollar  of 
these  values.  "Every  other  tax  would  be  abated."  This  would 
mean  the  end  of  war  and  its  terrors.  There  would  be  little  incentive 
to  reach  out  for  more  land  if  every  country  levied  taxes  on  site 
values  alone. 

Great  Britain  made  a  step  in  the  right  direction  by  removing 
tariff  barriers  and  establishing  free  trade.  But  England  did  not 
dig  down  to  the  roots  of  the  question — and  as  a  result  England  has 
perhaps  the  worst  tax  system  of  any  nation.  A  few  nobles — law- 
lords  as  well  as  land-lords — hold  the  greatest  share  of  the  land,  and 
are  encouraged  to  hold  it,  idle  and  useless,  by  a  tax  system  which 
lets  unimproved  land  off  nearly  free  and  puts  a  high  tax  on  improve- 
ments. 

The  whole  object  of  any  syatem  of  taxation  is  that  it  shall  be 
certain,  just,  easily  collected  and  shall  not  be  a  burden  to  industry, 
thrift  and  initiative.  Our  present  system,  in  order  to  be  certain,  is 
unjust,  for  it  is  not  placed  on  those  who  should  and  are  best  able  to 
bear  it.  Under  the  present  tax  laws,  those  whom  we  have  a  habit 
of  thinking  pay  the  tax  are  in  reality  tax  collectors  from  those  who 
rent,  use  and  purchase.  Such  factors  as  labor,  sea  and  rail  trans- 
portation, supply  of  capital  and  interest  rates  do,  of  course,  con- 
tribute to  the  prosperity  of  American  industries — and  I  speak  of 
industries  in  the  broad  sense.  But  back  of  these  factors,  and  more 
fundamental,  is  another  factor — taxation.  Until  we  have  just  and 
scientific  taxation — wars  or  no  wars — the  prosperity  of  American 
industries  will  be  uncertain.  Until  tariff  walls  are  broken  down  and 
taxes  levied  from  site  values  only,  we  must  always  be  prepared  for 
the  outbreak  of  war. 
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Bt  Leohabd  Wood, 

Major-Qeneral,  Unitod  StfttM  Aimy. 

I  want  to  say  a  word  to  you  about  the  Ufe^avii^  work  of  our 
country  in  the  tropica  through  its  principal  agent,  the  Army,  an 
agent  which  is  more  generally  mieunderstood  in  this  country,  per- 
haps, than  any  other  branch  of  the  government,  an  agent  whose 
life-Bavii^  work  has  been  of  infinite  value  to  nmnkind  and  to  the 
nation.  We  in  America  understand  too  little  the  work  of  the  Army, 
too  little  of  what  it  has  done  to  save  life,  and  we  talk  too  much  of 
it  as  a  destructive  force.  There  are  very  few  who  realize  or  know 
that  in  ten  peaceful  Fourth  of  July  celebrations  of  a  war  finished 
about  135  years  ago  we  killed  some  1,800  people,  mostly  young 
boys,  and  wounded  some  35,000  and  odd,  also  mostly  boys  and 
young  children.  The  killed  of  those  ten  peaceful  single  day  celebra- 
tions about  equal  all  the  killed  of  the  Spamsh  war  and  the  Philippine 
Rebellion  and  the  Indian  wars  of  the  preceding  ten  years.  And 
the  wounded  of  those  ten  peaceful  single  day  celebrations,  were, 
roughly,  seven  times  the  wounded  of  all  those  wars. 

War  is  by  no  means  the  greatest  cause  of  death  acLong  the 
human  race.  Typhoid  fever  every  year  in  this  country,  until  some 
doctors  discovered  how  to  control  it,  cost  40,000  Uvea.  That  num- 
ber almost  equals  the  loss  of  life  on  the  battlefield  of  all  our  wars, 
excludii^  that  of  the  Civil  War,  beginning  with  the  foundation  of 
the  Republic.  Our  industrial  accidents  each  year  amount,  to  some 
462,000,  with  a  death  list  of  nearly  80,000.  You  take  little  interest 
in  correcting  the  causes  and  conditions  which  make  such  things 
possible,  but  talk  a  great  deal  about  war,  of  which  you  know  ex- 
tremely little.  Seventy-nine  thousand  lives  a  year,  or  a  number 
of  lives  equal  to  the  losses  of  any  two  average  years  of  the  Civil 
War,  and  more  than  the  total  loss  in  battle  of  all  our  other  wars, 
and  yet  you  don't  think  much  about  it. 

We  have  heard  here  tonight  that  international  peace  can  beat  be 
secured  by  doing  away  with  patriotism,  and  that  there  is  no  such  thii^ 
as  a  national  conscience.  So  far  as  America  goes,  I  claim  that  there 
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is  such  a  thing  as  a  national  conacience,  and  a  very  Btroi^  and  a 
very  active  one.  On  some  questions  it  is  not  keenly  alive  because 
their  importance  has  not  been  brought  to  the  attention  of  the  people, 
but  once  brought  to  their  attention  and  placed  squarely  before  them 
in  such  a  way  that  they  can  understand  it,  the  national  conscience 
becomes  active.  The  best  tjrpe  of  national  conacience  will  only  be 
found  where  the  training  of  individuals  has  been  broad  and  sound. 
The  national  conscience  as  a  whole  consists,  as  it  were,  of  the  col- 
lective conscience  of  individuals,  consequently  it  depends  upon  in- 
dividual training  and  individual  morals.  International  congresses 
can  do  very  little  if  the  training  of  the  people  has  been  imaound 
and  they  are  wanting  in  proper  moral  principles.  It  is  the  education 
of  the  individual,  after  all,  which  counts,  and  this  education  must 
begin  in  the  home.  If  we  have  decent,  moral  boys  and  girb  and 
sound  teaching  in  the  home  we  shall  have  good  morals  in  pubUc  life. 
You  will  have  a  quiet,  strong,  God-fearing  nation  which,  while  not 
aggressive,  will,  I  hope,  always  be  proud  of  its  flag  and  alt  that  it 
stands  for,  willing  to  defend  ii«  interests  when  attacked,  and,  wiaie 
seeking  to  avert  war  through  justice  and  fair  dealing,  will  never- 
theless be  ready  and  wiUit^  to  resist  injustice  and  accept  war  rather 
than  peace  with  dishonor  or  peace  which  involves  conditions  worse 
than  war. 

We  must  always  remember  one  thing:  we  are  too  prone  in  this 
country  to,  figuratively  speaking,  pat  ourselves  on  the  back  as  being 
the  most  intellectual  and  the  most  advanced  people.  Our  opmion 
in  this  matter  is  not  generally  accepted  by  foreign  countries.  Do 
you  know  that  our  criminal  rate  is  the  highest  of  any  of  the  great 
Christian  nations?  I  doubt  if  you  do.  Our  murder  rate  is  several 
times  that  of  Switzerland,  where  general  military  training  to  defend 
the  country  seemH  not  to  have  debauched  the  youth,  if  we  can 
judge  by  the  criminal  rate. 

Now,  when  we  took  over  our  trust  in  Cuba,  the  conscience  of 
the  American  people  decreed  that  we  should  not  exploit  that  island, 
but  that  we  should  do  all  that  we  could  to  build  up  and  better  the 
people.  For  four  years  the  work  was  entirely  in  the  hands  of  the 
Army,  acting  as  an  agent  of  reconstruction.  The  courts  and  munic- 
ipal and  provisional  governments  of  Cuba  ran  without  interference. 
The  record  for  the  prompt  punishment  of  crime  was  better  than 
in  any  state  of  the  Union.    The  death-rate  in  that  Island  was  re- 
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duced  from  one  of  the  largest  in  the  world  to  one  of  the  gmallest. 
The  wonderful  results  which  grew  out  of  the  work  and  discoveries 
of  Dr.  Walter  Reed  and  bis  aasociatesj  who  nobly  and  generously 
gave  health  and  even  life  itself  to  the  work,  have  been  applied  to 
the  control  of  yellow  fever  in  oiu'  southern  states,  in  Central  Ameri- 
can and  northern  South  American  countries,  as  well  as  in  Cuba  and 
the  islands  of  the  West  Indies,  and  have  brought  untold  blessings 
to  those  lands  through  the  doing  away  with  their  most  terrible 
scourge — the  much  dreaded  yellow  fever.  The  tropics  have  been 
made  a  white  man's  country  so  far  as  this  disease  is  concerned. 
The  number  of  lives  saved  in  the  tropical  lands  every  year  are  many 
times  the  number  of  those  lost  during  the  war,  and  the  saving  in 
our  own  country  has  been  very  great,  not  only  in  life  but  in  money, 
exceeding  in  all  probability  many  times  the  cost  of  the  war,  in  each. 
Those  who  are  business  men  can  appreciate  what  a  quarantine 
extending  from  the  mouth  of  the  Rio  Grande  sometimes  almost 
to  the  Potomac  and  away  up  the  Mississippi  above  Memphis,  cost 
the  people  of  the  South.  AH  freight  was  tied  up,  all  movement 
of  individuals  greatly  curtailed — business  practically  paralyzed. 
Not  only  was  its  effect  far-reaching  in  the  case  referred  to,  but  out 
of  its  results  came  the  possibility  of  another  great  work,  the  Panama 
Canal.  Magnificent  as  has  been  the  engineering  work  and  its  con- 
duct by  General  Goethals  and  his  assistants,  in  my  opinion  it  never 
would  have  been  possible  to  build  the  canal  had  it  not  been  for  the 
discovery  of  Beed  and  his  associates  and  the  application  of  this  dis- 
covery to  Panama  under  the  direction  of  the  present  Surgeon- 
General,  Doctor  Gorgas,  who  for  a  long  time  had  charge  of  yellow 
fever  work  in  Havana  and  established  there  methods  of  handling 
it  which  were  later  applied  in  Panama  with  great  success.  The 
sanitary  work  of  Gorgas  in  Panama  made  it  possible  for  that  great 
undertaking  to  be  conducted  under  health  conditions  which  were 
exceeded  in  few  portions  of  the  United  States.  When  we  speak  of 
what  has  been  accomplished  in  the  control  of  yellow  fever  you  must 
remember  that  the  accomplishment  is  for  all  time  and  for  all  people 
living  in  the  tropical  and  semi-tropical  region  of  the  western 
hemisphere. 

In  Porto  Rico  one  of  our  young  medical  officers,  Dr.  Bailey  K. 
Ashford,  interested  himself  in  what  is  known  as  tropical  anemia, 
or  hookworm  disease.     He  established  the  method  of  its  control. 
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established  a  systematic  campajgn  against  it  throughout  Forto  Rtco, 
and  finally  reduced  the  death-rate  from  this  disease  alone  in  this 
little  island  with  its  million  people,  some  1,400  per  year.  Here 
again  is  a  great  sanitary  discovery  growing  out  of  our  war  with 
Spun,  and  like  yellow  fever,  it  is  a  discovery  which  is  cS  immense 
value  to  tropical  and  semi-tropical  peoples.  What  we  for  a  long 
time  considered  as  tropical  laziness  or  shiftlesaness  is  traceable  very 
largely  to  the  effects  of  this  disease,  so  that  the  discovery  of  its 
cause  and  the  establishment  of  a  method  of  treatment  and  control 
means  the  revitalieing  of  the  people  of  these  tropical  countries,  as 
well  as  of  the  people  of  a  considerable  portion  of  our  southern  states. 
A  recent  estimate  by  planters  in  Porto  Rico  places  the  increased 
efficiency  of  their  men,  incident  to  doing  away  with  this  disease, 
as  high  as  60  per  cent.  It  is  hard  to  estimate  the  economic  value 
of  a  discovery  of  this  kind,  and  it  is  still  more  difficult  to  appreciate 
the  far-reaching  effect  in  the  way  of  the  saving  of  human  life  and 
adding  to  the  measure  of  human  contentment  and  happiness. 

You  are  no  doubt  familiar  with  the  assembling  of  troops  on 
the  Mexican  border,  and  that  when  first  assembled  a  great  deal 
of  tyhoid  existed  on  the  Mexican  side  of  the  river.  This  made  it 
necessary  to  take  up  the  systematic  control  of  tjrphoid  through  the 
use  of  a  typhoid  serum  beginning  to  be  used  in  the  British  Army. 
It  was  taken  up  by  our  medical  officers  with  such  success  that  last 
year,  with  something  over  100,000  men  scattered  all  over  the  world, 
there  was  not  a  death  from  typhoid  in  the  Army.  Contrast  this 
with  the  conditions  at  Chickamauga  when  there  were  over  1,500 
cases  of  typhoid  in  that  camp  alone,  with  a  huge  death-rate. 

Again,  in  the  Philippines,  our  medical  work  incident  to  the 
occupation  of  those  islands  has  done  away  with  beri  beri.  This 
was  not  the  work  of  the  Army,  but  was  accomplished  by  the  medical 
officers  connected  with  the  Insular  government,  working  under  the 
direction  of  the  Insular  Bureau  of  the  War  Department. 

Other  great  results  have  been  accomplished  in  the  control  of 
malaria  and  the  general  betterment  of  sanitary  conditions.  In  fact, 
the  whole  work  in  these  tropical  possessions  has  tended  to  the 
betterment  of  conditions  under  which  people  hve,  both  from  the 
standpoint  of  government  and  the  standpoint  of  sanitation.  The 
improvements  in  sanitation  have  been  more  generally  appreciated 
Uian  in  any  other  department  of  our  work,  and  they  have  been 
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accomptiahed  without  any  exploitation  of  the  country  and  have 
undoubtedly  resulted  in  building  up  bonds  of  lasting  sympathy 
between  the  people  who  have  come  under  our  control  and  oiu-selTes, 
for  they  must  appreciate  in  their  hearts  the  great  work  which  has 
been  done  for  them. 

Soj  when  you  think  of  our  Army  and  its  work,  do  not  think  of 
it  always  as  an  aggregation  of  fighting  people,  bent  only  on  fighting, 
but  remember  that  it  is  one  of  the  great  constructive  life-eaving 
agencies  of  the  Republic.  Its  work  has  been  continuous  from  the 
earliest  days.  In  addition  to  the  great  work  of  the  Spanish  war 
and  the  subsequent  colonial  period,  and  preceding  it,  it  was  engaged 
for  years  in  opening  up  the  West,  controlling  the  Indian  situation, 
safeguarding  the  mail  routes,  keepii^  roads  open,  aiding  in  surveys, 
conducting  many  of  them,  infact.  It  was  the  advance  guard  of  civil- 
isation and  the  protectii^  agent  of  people  crossing  the  great  utuet- 
tled  section  between  the  Pacific  slope  and  the  eastern  frontiers.  In 
recent  years  the  control  of  conditions  resulting  from  Missisappi 
floods  has  been  handled  by  the  Army — handled  so  quietly  and  so 
effectively  that  few  have  ever  heard  that  at  times  200,000  people 
were  being  taken  care  of  each  day.  This  work  was  done  quietly 
by  young  officers  who  were  trained  to  be  obedient,  to  do  things 
as  told  and  when  told,  to  do  them  promptly,  to  get  things  done. 
This  is  possible  when  you  have  conditions  of  discipline  and  tr^ning. 
Remember  that  the  Army  is  not  working  for  a  lai^  army,  we  are 
working  for  an  efficient  one,  and  a  system  which  will  make  it  capable 
of  expansion  in  time  of  need.  We  believe  in  a  good  militia,  sup- 
ported like  the  regular  Army,  by  good  reserves,  and  a  ^stem  which 
will  make  military  training  more  general  among  the  people,  believing 
that  reasonable  preparation  is  the  best  insurance  against  war. 

There  is  no  more  democratic  element  in  this  country  than  your 
Army  and  your  Navy,  and  no  class  which  stands  abuse  or  mis- 
representation with  less  resentment  than  the  two  sister  services. 
We  know  you  do  not  understand  us,  our  purp<»e  or  work,  but  don't 
constantly  refer  to  armed  force  as  a  destructive  element.  You 
might  as  well  say  that  your  police  force  is  a  destructive  element 
amply  because  it  ia  trfuned  to  do  certain  things  with  force  if  it  has  to. 

Another  idea  you  must  get  out  of  your  heads  is  that  soldiers 
and  Bailors  are  fond  of  fighting  for  its  own  sake.  You  might  just 
as  well  B^  that  the  life-saving  eenrioe  down  on  the  coast  in  winter 
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is  praying  for  gales  of  wind  and  rough  work  at  sea  amply  because 
they  are  trained  to  it.  The  Army  and  Navy  are  willing  to  do 
cheerfully  what  the  nation  decrees  in  this  line  because  they  are 
the  people  to  do  it.  That  is  as  it  should  be.  Look  at  the  con- 
structive work  the  nation  has  done  through  its  miUtary  arm  (Army 
and  Navy),  and  remember  that  it  is  always  subordinate  to  the  will 
of  the  nation,  that  it  is  without  unworthy  ambition,  that  it  hates 
miUtarism,  that  it  is  simply  your  agent.  When  you  turn  to  the 
work  of  your  country  in  its  dealings  with  the  tropical  peoples  who 
came  under  our  control  as  a  result  of  the  war  of  1898,  remember 
that  none  of  these  countries  has  been  exploited  for  our  profit,  that 
their  people  have  received  great  benefit  as  the  result  of  our  con< 
trol,  and  that  they  are  living  under  far  better  conditions  as  to 
education,  material  comforts  and  health  than  ever  before. 
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SOME  PROBLEMS   OF  DEFENSE 

Bt  Auos  S.  Hbrshbt, 
Professor  of  Political  Sdenoe  and  Intemfttioiuil  Law,  Indiana  University. 

In  this  crisis  of  the  nation's  history,  I  have  thought  that  some 
consideration  of  problems  or  methods  of  defense  would  not  be  out  of 
place.  Knowing  little  of  military  matters,  I  shall  leave  it  to  military 
experts  to  decide  upon  the  means  and  methods  of  military  defense. 
I  wish  merely  to  poae  some  general  problems  and  discuss  means  and 
methods  from  a  diplomatic  rather  than  a  military  standpoint. 

First  let  us  consider  the  main  obje^,  or  perhaps  we  had  better 
say,  svbjectB  of  defense.  These  may  be  said  to  consist  of  the  nation's 
frontier,  the  strategic  points  commanding  the  entrances  to  the  Gulf 
of  Mexico  and  the  Panama  Canal,  and  other  vital  interests,  such  as 
the  Monroe  Doctrine  and  the  freedom  of  the  seas,  more  particularly 
of  the  great  trade  routes  on  the  Atlantic,  Pacific,  and  the  Mediter- 
ranean. 

With  respect  to  the  nation's  territory,  it  may  be  observed  that,  if 
we  except  the  posdbility  of  war  with  Canada  or  England,  \t  includes 
only  one  exposed  frontier — that  of  the  Philippine  Islands.  It  is 
useless  now  to  indu^  in  vain  r^irets  over  our  great  mistake  in 
taking  over  this  hostage  to  fortune,  but  a  frank  recognition  of  our 
blunder  may  help  us  in  the  solution  of  the  difficult  problem  of  mak- 
ing a  wise  disposition  of  these  Islands  and  in  avoiding  mmilar  pitfalls 
in  the  future. 

Itwill,  I  think,  be  generally  agreed  that  our  northern  and  south- 
ern frontiers  are  relatively  safe  from  attack  or  invasion.  I  think 
the  same  can  be  siud  of  our  eastern  and  western  coasts.  I  believe 
the  invention  and  improvement  of  the  submarine  will  practically 
insure  us  against  invasion  on  either  the  Atlantic  or  Pacific  seaboards. 
It  is  inconceivable  that  a  fleet  of  transports  even  if  covered  by  the 
great  guns  of  modem  calibre  on  board  dreadnoughts  and  battleships 
should  be  able  to  effect  a  landing  of  troops  in  the  face  of  a  goodly 
number  oi  up-to-date  submarines.  Whether  these  sea  wasps  will  be 
able  to  prevent  the  bombardment  of  our  coast  towns  and  the  in- 
fliction c£  BeriouB  damage  remains  to  be  seen. 
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Shariog  with  Great  Britain,  as  we  do,  important  strat^c  points 
in  tbe  Bahamae  and  the  Weet  Indies,  the  Caribbean  entrance  to  the 
Panama  Canal  ia  practically  at  the  mercy  of  England.  We  are  like- 
wise largely  dependent  upon  the  mistress  of  the  seas  for  tbe  main- 
tenance and  enforcement  of  the  Monroe  Doctrine. 

I  do  not  propose  to  enter  upon  &  discussion  of  the  merits  or 
demerits  of  this  doctrine.  Whether  it  be  awise  or  a  foolish  docMne 
is  not  pertinent  to  this  discussion.  It  may  be  a  "shibboleth"  but 
it  is  certainly  not  an  "obsolete  shibboleth,"  as  one  critic  has  termed 
it.  This  he  would  soon  discover,  if  he  undertook  to  violate  it  at 
the  head  of  an  army  or  a  navy.  Upon  no  point  axe  the  American 
people  more  sensitive  or  determined  than  upon  the  muntenance  of 
this  doctrine.  This  was  illustrated  by  the  instantaneous  and  vodf- 
erouB  approval  of  President  Cleveland's  application  of  the  doctrine 
to  the  boundary  dispute  between  England  and  Veoesuela  in  1895. 
It  is  shown  today  by  the  suspicious  attitude  of  the  American  press 
and  of  the  American  people  toward  allied  Japanese  activities  in 
Mexico. 

Originally  suggested  by  Great  Britain  for  selfish  reasons  of  her 
own,  though  at  times  flouted  and  disregarded  by  her,  the  Monroe 
Doctrine,  at  least  in  its  essence,  has  become  ^most  as  much  a 
British  as  an  American  interest.  Certainly  we  are  largely  dependent 
upon  the  good  will  of  England  for  its  maintenance  unless  we  choose 
to  enter  upon  a  long  and  exhausting  career  of  naval  rivahy  with  her 
and  attempt  to  build  a  navy  equal  or  superior  to  her  own.  For  the 
enforcement  of  the  Monroe  Doctrine  is  primarily  a  matter  of  sea 
pow^. 

The  Monroe  Doctrine  ia  often  said  to  be  v^ue,  ill-defined,  and 
uncertain  in  its  meaning  and  application.  This  may  be  true  with 
reference  to  certain  implications  or  corollaries  which  have  been 
drawn  from  the  doctrine,  such  as  the  degree  or  extent  of  our  respon- 
sibilities for  the  preservation  of  order  or  the  pajnnent  of  obligations 
contracted  or  guaranteed  by  Latin  American  states.  But  it  is  not 
true  with  reference  to  the  essence  or  substance  of  the  doctrine  itself, 
upon  which  i)early  all  authorities  seem  to  be  agreed.  Tbe  consensus 
of  opinion  is  that  the  American  people  or  government  would  not 
tolerate  without  resistance  the  permanent  occupation,  a  future 
attempt  at  colonization,  or  ui  endeavor  to  control  the  political 
destiny  of  any  portion  of  this  hemisphere  by  any  European  power. 
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Another  vital  interest  of  America  is  the  freedom  of  the  sea,  the 
common  highway  of  nations,  more  particularly  the  great  trade 
routes  on  the  Atlantic,  Pacific,  and  the  Mediterranean. 

For  a  century  or  more  we  have  acquiesced  in  British  naval 
supremacy  partly,  I  suppose,  because  It  was  regarded  as  a  settled 
and  inevitable  fact,  but  munly  because  it  has  been  to  our  advantage 
to  do  so.  In  the  navies  this  trust  of  sea  power  has  been  adminis- 
tered in  a  liberal,  considerate,  and  non-despotic  manner. 

True  it  is  that  Great  Britain  has  managed  to  occupy  many  of 
the  best  strate^o  points  and  most  important  colonies  on  the  great 
trade  routes,  but  she  has  nuuntained  an  open  door  so  far  as  possible 
and  has  granted  equal  opportunities  of  trade  to  alt  nations,  not  even 
excluding  her  recent  arch  enemy,  Germany,  who  has  grown  fat  and 
prospered  under  the  free  trade  policy  of  England  the  same  as  we 
have. 

Even  during  the  present  struggle,  though  we  are  not  permitted 
to  trade  with  Germany  which  is  in  a  state  of  virtual  si^e  or  block- 
ade, our  trade  flourishes  under  the  protection  of  the  British  flag. 
Great  Britain  has  managed  to  keep  the  great  trade  routes  of  the 
Atlantic  open  in  spite  of  a  method  of  warfare  new  and  unprecedented 
in  the  history  of  civilization. 

Imagine  the  effect  upon  our  commerce  of  a  successful  or  effective 
blockade  of  the  British  Isles  or  of  the  destruction  of  the  British  fleet, 
whether  by  l^al  or  illegal  and  inhumane  methods  of  warfare! 
Commercial  ruin,  a  financial  panic,  bankruptcy  on  a  scale  hitherto 
unknown  would  inevitably  follow  in  the  wake  of  such  a  calamity. 
How  could  the  sale  and  delivery  of  cotton,  copper,  arms  and 
ammunition,  or  even  of  foodstuffs  to  Germany  compensate  us  for 
such  frightful  losses? 

And  what  of  the  future?  What  expectations  or  prospects  of  a 
wise,  liberal,  and  benevolent  regime  would  there  be  in  a  future  with 
the  trident  in  the  hands  of  Germania?  The  answer  may  be  found 
in  the  traditions,  history,  and  spirit  of  Prussian  militarism  and  in  a 
bare  enumeration  of  some  of  the  numerous  acts  of  German  brutality 
which  have  defaced  the  pages  of  modem  history — such  acts  as  the 
treacherous  invasion  of  Silesia  by  Frederick  the  Great  in  1740,  the 
treatment  within  recent  years  of  Alsace  Lorrune  and  Prussian  Po- 
land, the  piratical  seizure  of  Kiao^how  for  the  murder  of  two  Ger- 
man prieflts  in  1898,  the  excesses  of  the  German  troops  in  China  dur- 
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ing  the  Boxer  uprising  in  1900  directly  inapired  by  the  KaiBer,  the 
rape  of  Be^um,  the  destruction  of  Louvun  and  of  many  other  well- 
attested  German  atrocities  in  Belgium  and  France,  the  countless 
violations  of  the  letter  and  spirit  of  international  law  duiing  the 
Franco-Prussian  as  well  as  the  present  wtu*,  and  finally  tlie  destruo- 
tion  of  the  Lusiiania. 

Another  vital  interest  (which  is  also  a  matter  of  national  honor) 
is  the  protection  of  our  own  citizens  on  the  high  seas  or  in  foreign 
lands — a  duty  too  much  neglected  by  our  government  during  late 
years.  It  is  possible  to  be  too  aggressive  and  sensitive  in  this 
matter,  but  a  nation  which  fails  in  this  important  duty  will  soon 
find  itself  losii^  in  self-respect  and  lowered  in  the  esteem  of  the 
world. 

Now  what  are  the  chief  means  and  methods  of  defense?  In  such 
a  world  as  this  the  first  and  main  reliance  of  a  nation  must  always  be 
upon  its  own  strength.  We  must  depend  chiefly  upon  our  navy, 
the  discussion  of  details  bearing  upon  whose  increase  and  improve- 
ment, I  leave  to  naval  experts. 

It  is,  I  believe,  generally  agreed  that,  in  addition  to  an  increased 
and  improved  personnel,  the  greatest  present-day  needs  of  our  navy 
are  perhaps  several  hundred  submarines,  a  considerable  number  of 
swift  battle  cruisers,  together  with  a  variety  of  air  and  sea  craft  such 
88  aeroplanes,  hydroplanes,  torpedo-boat  destroyers,  etc. 

There  is  an  additional  method  of  defense  which  is  generally 
employed  by  other  nations  than  the  United  States.  It  is  that  of 
leagues  or  alliances. 

We  have  relied  mainly  upon  our  get^raphical  isolation  for  im- 
munity from  attack.  It  is  not  many  years  since  England  was  forced 
to  abandon  her  policy  of  "splendid  isolation, "  and  it  is  probably  on^ 
a  question  of  time  when  we  shall  come  to  see  that  our  traditional 
policy  of  freedom  from  entangling  alliance  may  need  modification. 
At  any  rate  it  would  be  well  to  consider  the  question  with  minds 
unhampered  by  prejudice. 

I  do  not  for  a  moment  question  the  wisdom  of  the  Fathers  in 
committing  us  to  a  policy  of  non-entai^ling  alliances  during  the 
formative  period  in  the  history  of  our  RepubUc,  nor  do  I  question 
the  wisdom  of  their  successors  in  following  the  policy  until  reoent 
times.  But  we  live  in  a  changed  and  rapidly  changing  world  of 
international  relations.    The  United  States  is  now  a  world  power 
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and  cannot  indefinitely  continue  to  evade  the  dutiee  and  responsi- 
bilities  incumbent  upon  her  as  a  world  power. 

Besides,  the  modern  means  and  methods  of  intercommunication 
between  nations  (largely  the  result  of  the  application  of  steam,  oil, 
water-power,  and  electricity,  together  with  the  invention  of  the 
tel^raph,  telephone,  and  the  various  forms  of  aircraft)  will  soon 
make  it  evident  to  nearly  all  of  us  that  a  policy  based  on  the  idea  of 
geographical  isolation  and  separate  national  interests  and  ideals 
cannot  always  be  successfully  maintained.  In  spite  of  appear- 
ances to  the  contrary  offered  by  the  fearful  spectacle  of  the  great 
European  war,  the  nations  are  rapidly  becoming  more  and  more 
intimately  bound  one  to  another  in  a  spiritual  as  well  as  a  material 
sense;  and  the  illusions  of  nationality,  state  sovereignty,  and  in- 
dependence are  rapidly  giving  way  to  the  great  facts  of  intemation^ 
solidarity  and  interdependence.  Even  the  present  war  is  a  demon- 
stration of  the  superior  power  of  ideals  baaed  upon  the  ideas  of 
freedom,  humanity,  cooperation,  and  democracy  over  those  based 
upon  mere  nationalism,  bureaucratic  autocracy,  militarism,  and 
brute  force. 

Occupying,  as  we  do,  a  pomtion  in  the  great  ocean  between  Great 
Britain  and  France  on  the  Atlantic  and  Japan  and  Russia  on  the 
Pacific,  all  now  bound  in  close  alliance,  would  it  not  be  well  to  look 
ahead  and  cultivate  closer  relations  with  these  powers,  particularly 
with  England  and  France?  Until  Germany  is  either  crushed  or 
converted  to  the  ideals  of  peaceful  intercourse,  democracy  and 
humanity,  there  can  be  no  permanent  peace  between  her  and  the 
Allies.  We  may  sooner  or  later  be  forced  to  take  a  position  on  one 
side  or  the  other  of  this  conflict  as  was  the  case  durii^  the  Napoleonic 
stru^les.  Heaven  grant  it  may  not  be  on  the  side  directly  opposed 
to  our  national  interests  and  the  cause  of  humanity  as  then  hap- 
pened.    We  could  not  afFord  to  repeat  that  error. 

A  recent  facile  and  somewhat  reckless  writer  has  predicted  that 
we  shall  be  compelled,  sooner  or  later,  to  fight  the  victor  in  this 
war,  whether  it  be  England  or  Germany.  I  have  long  been  of  the 
opinion  that  Germany  was  a  menace  not  only  to  Europe,  but  to 
America  and  the  Far  East  as  well.  If  Napoleon  had  effected  a 
permanent  conquest  of  Europe,  his  "manifest  destiny"  would  have 
called  him  to  America  and  India.    In  1803  he  was  forced  to  choose 
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between  America  and  Euit^.  He  choee  Europe.  Hence  the  sale 
of  Louisiana  to  the  United  Statu. 

A  war  with  England  is  inconceivable.  It  is  in  the  highest  decree 
improbable  because  we  have  behind  us  a  century  of  peaceful  inter- 
course. Then,  too,  our  language  and  literature,  our  institutions, 
our  customs,  our  religion  even  are  for  the  most  part  of  Anglo-Saxon 
origin.  In  spite  of  past  differences,  of  real  and  imaginary  grievances, 
in  spite  of  much  mutual  dislike  and  a  number  of  family  quarrels,  the 
two  peoples  are  united  not  merely  by  genuine  bonds  of  sentiment 
but  by  the  indissoluble  ties  of  sympathy  and  interest.  A  blow  at 
the  heart  of  Great  Britain  would  inflict  serious,  if  not  fatfd,  injury 
upon  the  United  States. 

The  existing  interdependence  between  Great  Britain  and  the 
United  States  stands  revealed  more  clearly  than  ever  in  this  war. 
The  destruction  of  the  British  fleet  or  of  British  commerce  by  Ger- 
man submarines  would  be  only  lees  disastrous  to  the  United  States 
than  to  Great  Britain.  The  destruction  of  the  Luaitania  has 
brought  it  home  to  us  that  just  as  Great  Britain  and  France  are 
largely  dependent  upon  us  for  food  and  other  supplies,  so  are  we 
largely  dependent  upon  British  sea-power  not  merely  for  a  contin- 
uance of  our  prosperity  but  for  our  very  security  and  peace  of  mind. 

What  is  the  solution  for  this  precarious  utuation?  Is  it  that  we 
must  enter  into  naval  rivalry  with  Great  Britain?  Is  it  not  rather 
that,  while  alimenting  and  improving  our  means  of  defense,  pai^ 
ticulariy  the  navy,  we  must  draw  still  closer  the  bonds  which  unite 
us  to  the  British  Empire  and  to  France?  Whether  we  realize  it  or 
not,  whether  we  like  it  or  not,  we  are  already  a  powerful,  albeit  silent 
member  of  that  great  free  Confederacy  of  English  speaking  peoples 
which  compose  the  most  important  part  of  the  British  Empire. 

An  additional  reason  for  joining  or  openly  proclaiming  our 
allegiance  to  this  league  of  free  peoples  which,  with  the  addition  of 
France  and  possibly  of  Italy  and  Japan,  might  readily  be  transformed 
into  the  League  of  Peace,  advocated  by  many  distinguished  peace 
advocates,  may  be  found  in  conditions  in  the  Far  East. 

The  recent  treatment  of  China  by  Japan  furnishes  a  sad  com- 
mentary upon  the  aims  and  methods  of  Japanese  policy  which  now 
stands  revealed  to  all  the  world.  Japan  has  shown  her  hands,  but 
whether  she  will  play  her  cards  depends  upon  future  events.  It  will 
probably  be  found  at  the  end  of  this  war  that  she  has  acted  in  oon- 
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cert  with  Russia  and  it  will  lie  largely  with  England  and  the  United 
Stateswhetber  or  not  she  is  to  be  thwarted  in  her  designs  upon  China. 
It  is  not  likely  that  Japan  desires  the  Philippine  Islands,  but 
they  form  a  very  vulnerable  point  of  attack  and  if  we  decide  to  retain 
or  protect  this  exposed  frontier  at  all  hazards,  we  may  eventually 
have  to  choose  between  a  Far  Extern  fleet  equal  or  superior  to 
that  of  Japan  or  an  alliance  with  Great  Britain. 
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SERVING PEACE 

Bt  Hebbebt  S.  Houston, 
Vice-Preodent,  Doubledaj,  Piwe  ft  Company. 

EveryoDe  seems  to  agree  that  nations  sbould  arbitrate  tbdr 
differences.  That  demand  for  compulsory  arbitration  is  heard  the 
world  over.  The  Woman's  Peace  Conference,  which  met  at  the 
Hague  in  the  spring  of  1915  under  the  presidency  of  Jane  Addams, 
declared  strongly  in  favor  of  compulsory  arbitration.  The  week 
before  several  hundred  German  SocialiBtsheld  a.  conference  in  Vienna 
and  joined  in  a  similar  declaration. .  But  above  and  beyond  these 
recent  pronoun  cements  stands  the  final  declaration  of  the  last  Hague 
Conference,  that  of  1907.  I  think  we  sometimes  forget  that  that 
conference,  before  adjournment,  passed,  without  a  diasentang  vote, 
a  declaration  in  favor  of  comptdsory  arbitration.  Now,  when  the 
next  peace  conference  meets  it  will  be  in  a  world  wasted  and  ex- 
hausted by  war  and  it  does  seem  that  such  a  conference  ought  to 
be  willing  to  start  where  the  last  Hague  Conference  ended,  namely, 
with  this  declaration  in  favor  of  compulsory  arbitration. 

Now,  if  arbitration  is  to  be  compulsory,  how  ia  that  compulson 
to  be  applied?  In  my  judgment,  the  most  effective  pos»ble  means 
is  that  of  economic  pressure. 

Economic  pressure  could  be  applied  in  three  ways: 

1.  To  compel  natione  to  submit  to  ari)itratioD. 

2.  To  compel  nations  to  submit  to  the  decrees  of  tiie  High  Court  of  Arbi- 
tration. 

3.  To  awre  as  a  penalty  against  an  offending  nation  for  breaking  a  Hague 
Convention. 

Let  us  briefly  examine  economic  pressure.  Of  what  does  it 
coufiist  and  how  could  it  be  applied?  The  most  effective  factors  in 
a  world-wide  economic  pressure,  such  as  would  be  required  to  com- 
pel nations  to  arbitrate  and  to  submit  to  the  decrees  of  arbitration, 
are  a  group  of  international  forces.  Today  money  is  international 
because  in  alt  civilized  nations  it  has  gold  as  the  common  baas. 
Credit  based  on  gold  ia  international.  Commerce  based  on  money 
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and  on  credit  is  international.  Then  the  amazing  net-work  of 
agencies  by  which  money  and  credit  and  commerce  are  used  in  the 
world  are  also  international.  Take  the  stock  exchanges,  the  cables, 
the  wireless,  the  international  postal  service,  and  the  wonderful 
modem  facilities  for  communication  and  intercommunication — all 
these  are  international  forces. 

The  Eium  total  of  these  forces  would  constitute  economic  pres- 
sure of  the  most  powerful  kind.  It  would  affect  subsistence,  arma- 
ment, equipment  and  every  side  and  phase  of  war.  If  nations  felt 
that  they  were  going  to  meet  the  pressure  of  such  an  embargo  as 
soon  as  their  own  resources  were  exhausted,  isn't  it  f^r  to  believe 
that  such  days  as  July  29  and  30  and  August  1  of  last  year  will  not 
be  so  likely  to  come  again  in  the  calendar?  White  papers  and  gray 
papers  and  blue  papers  of  the  future  would  have  to  do  with  mobiliz- 
ing the  great  protective  reserves  of  commerce  rather  than  those  of 
the  army  and  navy. 

Of  course,  the  one  apparently  strong  and  valid  reason  against 
such  economic  pressure  is  that  it  would  bring  great  loss  to  the  com- 
merce of  the  nations  applying  it.  But  that  loss  would  be  far  less 
than  the  lose  brought  by  war.  And  there  would  be  no  loss  whatever 
if  war  were  avoided.  Still  to  one  beholding  the  wheels  of  his  factory 
whirring  with  overtime  work  brought  by  war  contracts;  to  the 
farmer  enchanted  with  the  magic  of  "dollar  wheat,"  and  to  those 
especially  affected  by  mounting  export  balances,  an  economic  pres- 
sure that  resulted  in  smaller  trade  will  seem  an  astonishing  and  absurd 
measure  to  adopt,  unless  we  are  utterly  bereft  of  our  senses.  But 
ask  the  cotton  growers  who  bad  their  market  cut  from  under  them 
by  war;  consider  the  virtual  moratorium  when  the  exchanges  closed, 
bringing  an  incalculable  loss  in  shrinkage  in  security  values  and 
affecting  all  business;  listen  to  the  poignant  human  appeal  on  bundle 
days  and  from  country-wide  unemployment;  at  least  one  must  grant 
that  the  shield  of  Mars  has  two  sides.  But  the  burnished  side  is 
not  that  which  reflects  the  ghastly  image  of  war. 

If  a  balance  could  be  rightly  struck  in  this  country  is  there 
anyone  who  sincerely  believes  that  our  interests  would  be  best  served 
by  war  in  some  other  country?  This  is  quite  apart  from  any  ques- 
tion of  humanity  or  civilization.  Let  it  be  a  trial  balance  of  com- 
merce alone  and  it  will  show  a  heavy  debit  against  war.  And  an 
accounting  will  show  the  same  result  in  all  other  countries.    If  this 
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be  true,  with  only  current  commerce  entering  into  the  equation, 
how  Btaggeringly  true  it  becomes  when  the  piled  up  debta  caused 
by  war  are  considered. 

So  why  shouldn't  busineflB,  which  haa  been  binding  the  world 
more  closely  together  for  centuries,  be  employed  to  protect  the 
world  against  the  waate  and  loes  of  war?  Hague  Conferoicea  have 
sought  earnestly  for  penalties  that  would  save  th^  conventions 
from  being  treated  aa  mere  "bita  of  paper."  Penalties  that  eveiy 
nation  would  be  bound  to  respect  could  be  enforced  through  eco- 
nomic pressure.  The  loss  in  trade  would  be  small  or  great  in  pro- 
portion to  the  amount  and  duration  of  the  pressure;  but  it  would 
be  at  most  only  an  infinitesimal  fraction  of  the  loss  caused  by  war. 

This  pressure  would  not  require  an  int^national  police  force 
to  make  it  effective.  Each  nation  signatory  to  a  Hague  Conven- 
tion that  some  nation  had  broken  could  apply  it  against  that  nation. 
Of  course,  the  fact  of  infraction  would  have  to  be  estabhsbed,  but 
that  would  be  equally  necessary  if  an  intemationtd  police  force  were 
to  be  used.  The  point  urged  is  that  economic  pressure  is  a  pow^ul 
and  peaceful  way  to  insure  peace,  while  an  international  police  force 
is  likely  to  be  a  warlike  way  to  provoke  war.  Probably  such  a  force 
could  be  employed  as  a  constabulary  for  the  Hague  Conference, 
under  well  defined  limitations,  but  its  use  would  be  beset  with  end- 
less difficulties  and  enormous  and  perpetual  expense.  Economic 
pressure,  on  the  other  hand,  could  be  put  in  operation  from  within 
by  each  nation  without  expense  and  its  power  would  be  as  sure  and 
steady  and  irresistible  as  gravity. 

In  conclusion,  may  I  read  some  brief  resolutions,  that  it  was 
my  privilege  to  present  at  the  recent  convention  of  the  Chamber  of 
Commerce  of  the  United  States  in  Washington,  embodying  this  idea 
of  economic  pressure  as  a  means  toward  conserving  peace? 

These  resolutions,  which  are  now  being  considered  by  the  Cham- 
ber of  Commerce  of  the  United  States,  are  as  follows : 

Believing  that  commerce  as  the  organized  business  life  of 

the  world  ia  interdependent  because  international  and  believing 

that  it  can  become  a  great  conservator  of  the  world's  peace, 

therefore,  be  it 

Resolved,  by  the  Chamber  of  Commerce  of  the  United 

States,  that  the  next  Hague  Conference  be  urged  in  the  interest 

of  peace,  to  provide  as  a  penalty  tor  the  infraction  of  its  con- 
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ventionfi  that  an  embargo  shall  be  declared  against  an  offend- 
ing nation  by  the  other  signatory  aationa  as  follows: 

1.  Forbidding  an  offending  nation  from  buying  or  selling 
within  their  territory  or  in  territory  under  their  control. 

2.  Forbidding  an  offending  nation  from  raising  money 
through  the  sale  of  bonds  or  of  any  other  forms  of  debt  within 
their  territory  or  in  territory  under  their  control.    Be  it  further 

Resolved,  that  the  President  and  the  Board  of  Directors 
of  the  Chamber  of  Conunerce  of  the  United  States  be  instructed 
to  take  all  possible  and  proper  means  at  their  command  to 
secure  the  adoption  by  the  next  Hague  Conference  of  this  pro- 
posal to  apply  the  economic  pressure  of  commerce  as  the  most 
efficient,  humane  and  civilized  means  of  insuring  the  world's 
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Bt  Talcott  Wiu-iams, 
Dinotor  of  tbs  School  of  JoumaliBm,  Columbia  Univentty. 

Constructive  peace  can  only  come  when  iotemational  courts 
are  stronger  than  inten^tional  causes  of  war.  Not  only  a  posmble 
but  the  largest  possible  service  America  can  do  the  world's  peace 
is  to  put  the  sheriff  behind  the  courts  of  arbitration.  We  have 
had  international  tribunals  for  over  a  century.  They  have  not 
prevented  war.  We  have  had  recorded  treaties  for  forty  centuries. 
They  have  not  prevented  war.  The  peace  of  humanity  will  only 
come  as  the  peace  of  the  people  and  the  king's  peace  came,  when 
behind  treaty  and  international  courts  there  is  a  strong  man  armed 
able  to  deal  with  the  sons  of  violence  and  the  lovers  of  war.  Last 
July,  when  Serbia  offered  arbitration  and  the  neutrality  of  Belgium 
was  in  peril,  bad  all  the  neutral  powers,  outside  those  now  at  war, 
led  by  America,  with  America  led  by  the  United  States,  insisted  on 
arbitration  ae  a  posse  comitahts  of  humanity,  arbitration  would 
have  come,  and  war  would  not  have  conte^  The  machinery  was 
not  ready.  It  should  be  prepared  when  peace  comes.  No  nation 
is  strong  enough  to  fight  all  the  world,  even  if  it  may  be  ready  to 
risk  war  with  half  the  world.  Humanity  is  still  stronger  than  any 
one  nation  and  as  the  peace  of  the  people  can  only  be  protected  by 
all  the  people  so  the  peace  of  humanity  can  only  be  protected  by  all 
humanity. 

No  hemisphere  can  lead  in  this  organization  of  humanity  but 
the  American  hemisphere.  No  nation  can  lead  the  American  hemi- 
sphere but  the  United  States.  As  it  is,  the  two  issues  of  fact  on 
which  the  war  began  remwn  unadjudicated.  War  cannot  give 
justice.  Peace  atone  walks  hand  in  hand  with  righteous  justice. 
Were  the  Servian  government  or  its  officers  implicated  in  the  murder 
of  Grand  Duke  Ferdinand?  Who  first  violated  the  neutrality  of 
Belgium?  These  are  justiciable  issues  of  fact.  Even  now,  these 
ought  to  be  adjudicated.  Were  they  tried,  and  the  judgment  of  an 
impartial  court  enforced,  war  would  cease  among  men  and  per- 
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petual  peace  be  brought  nearer  than  any  poeaible  issue  of  the  present 
conflict,  whichever  party  to  it  crushed  the  other. 

Unless  America,  led  by  the  United  States,  in  due  time  Hecures 
and  organizes  a  force  behind  courts  of  arbitration  a,ble  and  willing 
to  inust  on  all  issues  likely  to  lead  to  war  being  adjudicated,  out  of 
the  furrows  of  this  great  war  no  harvest  of  the  peace  of  humanity 
can  come.  Either  we  must  create  an  international  force  strong 
enough  to  keep  the  world's  peace  or  we  must  arm  to  defend  ourselves 
to  keep  our  peace  in  a  world  of  war.  Such  a  court  with  such  a  force 
behind  it,  not  of  one  nation,  but  of  all  nations  that  love  peace  and 
ensue  it,  could  deal  with  the  weak  disordered  land  that  breeds  war. 
Weak  and  disordered  China,  Turkey,  Persia,  Morocco,  these  have 
brought  twenty  years  of  war.  The  one  indispenBaI>le  service  con- 
structive and  perpetual  peace  demands  is  an  international  court 
with  an  international  sherift  behind  it,  made  up  of  allied  powers 
strong  enough  to  compel  attendance  at  court,  to  enforce  its  judg- 
ments and  to  execute  an  international  receivership  of  a  land  Uke 
Mexico  unable  to  keep  its  own  peace.  By  force,  stronger  than  the 
unruly,  law,  courts  and  peace  have  in  the  past  been  established  in 
each  civilised  land.  So  will  come  the  peace  of  humanity  and  by 
no  other  path. 
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A  realization  of  the  unintelligeut  methods  by  which  nstioaa  re- 
gulate their  relations  with  each  other,  and  the  waste  and  danger  of 
competition  in  armaments,  led  to  the  call  for  an  intemational  coa- 
ference  which  met  at  The  Hague  in  1900.  No  progress  whatever 
was  made  at  the  conference  on  the  question  of  disarmament,  for 
which  primarily  the  gathering  was  called.  But  there  did  emerge 
from  it  new  institutions,  not  looked  for,  which  were  a  real  gun  to  the 
world.  I  refer  first  of  all  to  the  Permanent  Court  of  Arbitration, 
which  has  decided  several  difficult  questions,  among  them  the  Casa 
Blanca  Affair  between  France  and  Germany,  at  one  time  quite 
acute.  There  emerged  also  an  International  Commission  of  Inquiry 
which,  in  1004,  proved  of  the  highest  value.  You  will  remember  that 
the  Russian  Admiral  Rodjesvensky,  emerging  from  the  Baltic, 
thought  that  he  discovered  an  enemy  in  some  innocent  En^h 
fishermen.  He  attacked  them,  sank  a  ship  and  killed  several  men. 
Now,  in  the  minds  of  many  men  that  incident  might  have  led  to  war 
the  next  day — a  generation  before  it  would  undoubtedly  have  led 
to  war.  But  there  happened  to  have  been  set  up  by  the  First 
Hague  Conference  this  institution,  the  Commismon  of  Inquiry. 
The  question  was  referred  to  it  and  it  was  found  that  Rodjesvensky, 
however  foolishly,  still  honestly  believed  he  saw  in  these  fishermen 
Japanese  warships.  Moreover,  time  was  given  for  national  pasaon 
to  subfflde.  As  a  result  there  was  no  war  between  Russia  and  Eng- 
land. Then,  too,  at  the  First  Hague  Coitference,  good  offices  and 
mediation  were  recognized  for  the  first  time  as  friendly  functions.  It 
was  agreed  that  if  a  country  should  tender  its  good  offices  to  two 
countries  on  the  verge  of  war,  or  at  war;  this  act  should  not  be  re- 
garded as  unwarranted  interference  but  as  a  friendly  act.  It  was 
under  this  institution  that  Mr.  Roosevelt  succeeded  in  brining 
Japan  and  Russia  together  at  Portsmouth  and  so  terminating, 
earlier  than  would  otherwise  have  been  the  case,  the  Russo-Japanese 
War. 
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A  second  peace  conference  took  place  at  The  Hague  in  1907. 
The  taak  of  improving  the  rules  of  war  which  had  been  begun  at  the 
first  conference  was  carried  forward  at  the  second  conferen<-e.  The 
second  congress,  moreover,  adopted  in  fact  an  institution  known  as 
the  International  Court  of  Prize.  Then  it  adopted  in  principle  the 
Court  of  Arbitral  Justice,  intended  to  be  a  true  international  court 
of  justice,  composed  of  judges  by  profession,  whose  tenure  should  be 
permanent.  This  latter  institution  was  to  be  brought  into  being 
through  diplomatic  channels  as  soon  as  the  nations  should  agree 
upon  a  method  of  selecting  the  judges.  The  reason  the  court  is 
not  in  existence  today  ia  that  up  to  this  time  such  a  method  of  select- 
ing the  judges  has  not  been  found. 

Now,  why  did  the  Second  Hague  Conference  vote  for  this  Court  of 
Arbitral  Justice  when  we  already  had  in  existence,  working  success- 
fully, the  Permanent  Court  of  Arbitration  set  up  by  the  First  Hague 
Conference?  The  reasons  were  several.  In  the  first  place',  the 
Permanent  Court  of  Arbitration  was  not  a  true  court.  Its  ded- 
sious  were  to  he  based  upon  the  principles  of  law  but  at  the  same 
time  ita  functions  were  those  of  arbitration;  and,  as  you  know,  the 
main  object  of  the  arbitrator  is  to  bring  about  the  settlement  of  a 
dispute;  that  is  to  say,  he  \b  more  interested  in  that  which  often 
involves  compromise,  than  he  is  in  bringing  out  the  true  justice  of 
the  case,  that  which  would  tend  to  develop  the  principles  of  law 
and  enlarge  accepted  practice. 

Now,  those  of  us  who  beiieve  in  this  true  court  of  justice  for 
the  world  feel  that  international  law  would  be  built  up  by  it  in  two 
ways.  First,  it  would  grow  through  the  decisions  of  the  judges 
themselves  in  cases  actually  coming  before  them,  the  judges  beii^ 
governed  by  previous  decisions  of  the  court — the  way  in  which  the 
great  Common  Law  of  England  has  grown.  That  process  produces 
the  most  natural,  healthy,  sound,  and  permanent  kind  of  law.  Then 
it  is  felt  that  the  existence  of  this  court  will  invite  the  codification  of 
certiun  spheres  of  law.  An  example  in  point  is  the  way  in  which 
the  provision  for  the  International  Court  of  Prize  led  to  the  London 
Conference  of  1908-1909,  at  which  the  law  of  prize  was  codified. 
England  declined  to  proceed  with  the  project  of  the  International 
Prize  Court  until  that  was  done.  Hitherto  the  law  of  prize  has  de- 
pended upon  the  interpretation  each  nation  has  placed  upon  it. 
One  nation  might  set  up  as  contraband  that  which  another  nation 
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decUoed  to  accept  as  contraband.  Queatioiia  of  how  long  an  enemy's 
ship  should  be  suffered  to  remain  in  a  neutral  port,  whether  mer- 
chantmen may  lawfully  be  converted  into  armed  cruiaers  after 
leaving  home  waters,  and  numerous  amilar  questions,  were  differ- 
ently answered  by  different  countries.  England  said  "we  must 
know  what  we  are  undertaking."  Therefore,  at  her  instance,  the 
conference  met  at  London  and  evolved  the  London  Convention 
which  codifies  the  law  of  prize.  When  the  present  war  b^an, 
Germany  announced  her  wiUingness  to  accept  the  Convention.  On 
the  other  band,  England,  who  had  not  yet  ratified  the  Convention 
(owing  to  the  opporation  of  the  Lords),  proceeded  to  modify  it  and 
proclaimed  it  in  this  modified  form.  France  did  the  same.  Itwaa 
accepted  in  its  original  form  by  the  United  States  Senate  but  not 
promulgated  by  the  President,  who  took  the  pontion  that  the 
United  States  could  not  accept  a  convention  in  which  several 
nations  had  introduced  their  own  amendments  not  agreed  to  by  all. 
But  the  history  of  the  London  Convention  shows  how  the  existence 
of  an  international  court  will  invite  the  codification  of  certain  spheres 
of  international  law.  I  use  that  term  advisedly  because  it  is  a 
tremendous  undertaking  to  codify  the  whole  body  of  intematiooal 
law,  nor  is  it  certain  that  it  is  advisable  so  to  do:  it  may  become 
too  rigid. 

Now,  that  project  of  the  Second  Hague  Conference,  the  Court 
of  Arbitral  Justice,  was  accepted  by  the  forty-four  nations  partici- 
pating  in  the  conference.  It  was  indorsed  in  1012  by  the  Institute 
of  International  Law.  It  has  been  supported  earnestly  by  all  the 
powers,  including  Germany,  France,  and  England ;  and  every  lawyer, 
every  man  who  Feels  what  justice  means,  approves  of  it.  There  is 
no  difference  of  opinion  as  to  the  desirability  of  putting  it  into 
effect. 

The  name  of  the  proposed  court,  the  Court  of  Arbitral  Justice, 
is  misleading.  The  word  "  arbitral "  does  not  belong  there.  It  was 
put  in  because  Germany  insisted  on  its  b^ng  there.  The  word 
"court"  carries  with  it  the  idea  of  obligation.  When  a  court  in 
municipal  law  renders  a  decision,  usually  an  obligation  goes  with 
it.  Germany  was  not  ready  for  anything  obligatory  in  international 
institutions;  therefore  her  demand.  But  a  true  court  of  justice  is 
none  the  less  provided  for  by  the  convention. 

In  1910  a  society  known  as  the  American  Sodety  for  Judicial 
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Settlement  of  International  Disputee  was  formed  to  promote  this 
court.  The  eodety  has  had  four  annual  meetings,  the  proceedings 
of  which  have  appeared  in  four  substantial  volumes.  Besides,  it 
publishes  a  quarterly  usually  limited  to  one  article  on  the  subject 
by  some  prominent  man.  The  Proceedings  have  been  translated, 
have  been  liberally  quoted  by  foreign  publicists,  and  have  made  a 
profound  impression  upon  public  opinion  not  only  here  but  in  other 
cotintries.  The  distinguished  foreign  minister  of  The  Netherlands, 
Jonkheer  Loudon,  said  we  bad  demonstrated  the  feasibility  and  the 
necessity  for  this  world  court. 

Now,  conjointly  with  this  project  there  is  in  the  minds  of  many 
of  us  a  desire  to  have  the  world  go  a  step  farther  and  introduce  the 
dement  of  obligation. 

Mr.  Hamilton  Holt  is  one  of  the  principal  advocates  of  this 
latter  idea,  which  is  nothing  less  than  a  league  of  peace.  The  sub- 
ject was  put  forward  by  him  in  September  in  The  Independent. 
Then  he  came  forward  with  the  suggestion  that  we  should  have  a 
public  conference.  We  first  got  tc^ether  a  group  of  about  twenty 
scientific  men,  professors  of  political  science,  of  international  law, 
of  history,  of  economics,  threw  the  subject  into  the  arena  and  had 
it  torn  to  pieces  by  them  at  three  meetii^  held  at  the  Century  Club 
in  New  York.  In  this  way  was  worked  out  what  we  regarded  as 
a  "desirable"  plan.  We  then  took  this  "deorable"  plan  and  on 
April  ninth  laid  it  before  men  <A  wide  practical  experience,  including 
Mr.  Taft,  and  Mr.  A.  Lawrence  Lowell,  in  order  to  ascertain  how 
much  of  it  was,  in  their  opinion,  a  "realisable"  project.  It  was 
found  that  they  were  not  ready  to  accept  as  realizable  the  whole  of 
the  plan  of  the  first  group,  which  was  practically  this:  a  league  of 
peace  which  shall  bind  its  members  to  resort  to  a  tribunal  for  the 
settlement  of  all  disputes  to  which  a  member  of  the  league  may  be 
a  party,  and  obligate  them  to  use  force,  if  necessary,  both  to  bring 
the  nation  law-breaker  into  court  and  to  execute  the  verdict  of  the 
court. 

When  the  element  of  force  is  introduced  in  a  plan  it  is  found 
that  the  unanimity  of  opinion  to  which  I  have  referred  as  applying 
to  the  Court  of  Arbitral  Justice  as  at  present  proposed,  and  to 
similar  purely  voluntary  institutions,  no  longer  exists;  that  there  is 
very  great  diversity  of  opinion  as  to  whether  force  should  be  used 
against  a  nation  under  any  dnnunstanoes.    The  reason  for  this 
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divereity  of  opinion  is  the  abortcominga  of  the  leaguea  of  the  past. 
The  Quadruple  Alhanoe,  the  Grand  AUiaoce,  and  the  Holy  Alliance, 
all  formed  immediately  after  the  Napoleonic  wars,  were  by  no  means 
wholly  beneficial.  The  Holy  Alliance,  set  up  betwe^i  Prussia, 
Russia,  and  Austria  in  1815,  ostensibly  to  promote  Christianity, 
but  really  to  support  dynasties  and  combat  the  democratic  tendency 
of  the  times,  operated  in  fact  to  supprees  liberty  in  Hunguy,iD 
It&ly,  and  in  Spun.  It  was  the  Holy  Alliance  acting  through 
France  as  a  mandatory  which  overthrew  the  liberal  form  of  gov- 
ernment in  Spain  and  restored  full  autocratic  powers  to  the  king. 
Then  there  were  the  partial  successes  and  many  failures  of  the  Con.> 
cert  (rf  Europe.  The  Concert  of  Europe  has  done  some  good  things. 
It  smashed  the  Turkish  fleet  in  1827  and  liberated  Greece.  It  has 
prevented  more  than  one  Balkan  war.  It  has  improved  the  lot  of 
the  Armenians  in  Turkey.  But  it  has  had  many  fiulures,  this  pres- 
ent disastrous  war  the  most  conspicuous  of  them.  Then  there  were 
these  groups  like  the  Triple  Alliance  and  the  Triple  Entente,  which, 
though  set  up  for  purposes  of  peace,  have  really  gjven  to  Uie  present 
war  its  broad  character.  All  of  us  felt  that,  owing  to  their  existence, 
when  war  came  again  to  Europe  it  must  be  a  general  war.  The 
breaidng  out  of  the  war  surprised  many  people;  its  extent  surprised 
no  one. 

Manifestly,  then,  the  first  step  in  planning  a  League  of  peace 
is  to  find  out  why  the  leagues  of  the  past  have  failed.  I  think  the 
answer  lies  in  one  thing:  the  narrowneas  of  the  group  composing 
the  league,  permitting  of  the  triumph  of  selfish  interests,  permittang 
of  collusiOD,  the  swapping  of  favors,  and  resulting  in  injustice  sjid 
oppression.     That  is  what  men  fear. 

Now,  many  of  us  believe  that  if  we  can  set  up  a  league  so  broad 
as  to  include  all  the  progressive  nations,  big  and  Uttie,  it  will  be 
permanent  and  successful.  Such  a  league  would  include  the  ^ht 
great  nations  of  the  world,  among  them  the  United  States  and  J^^wn. 
It  would  include  the  secondary  powers  of  Europe — Switserland, 
Norway  and  Sweden,  Denmark,  Belgium  (such  as  it  was  and  such 
as  it  will  be  again),  Spain,  Greece,  and,  in  fact,  all  the  countries  of 
Europe  with  the  posmble  exception  of  some  of  the  Balkan  states 
and  the  cert^n  exception  of  Turkey.  The  "ABC"  countries  of 
South  America  would  also  be  included.  It  would  not  indude  the 
backward  countries,  because  we  feel  that  the  country  which  oaattot 
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maintain  law  and  order  within  its  own  borders  would  bring  no 
strength  to  the  league. 

We  believe  that  such  a  group  would  be  successful.  In  the  first 
place,  it  would  embrace  three  great  nations  with  common  political 
ideals — England,  France,  and  the  United  States.  These  three  peo- 
ples feel  that  democratic  government  is  no  longer  a  passing  phase 
of  political  experiment  but  a  permanent  fact  in  politics.  Therefore 
they  would  cling  together.  Then  you  have  in  the  group  two  great 
nations — Great  Briton  and  the  United  States — who  may  be  said 
to  be  satisfied  territorially;  you  have  the  secondary  powers  of  Europe 
who  have  no  disturbing  ambitions  and  whose  voice  would  be  for 
reason  and  justice,  BO  that  we  think  that  if  we  could  get  these  states 
associated  together  in  a  league,  substantial  justice  would  emerge, 
just  as  substantial  justice  results  from  the  united  action  of  the 
forty-eight  states  composing  the  American  Union. 

Whether  you  believe  this  league  is  practical  or  not  depends  on 
your  answer  to  the  question  whether  justice  would  emerge  from  its 
united  action.  Unless  it  does  justice  it  cannot  endure.  Unless  it 
does  justice  we  don't  want  it:  we  don't  want  oppression.  Injustice 
within  a  country — persistent  injustice — sooner  or  later  brings  war; 
if  not  civil  war  then  foreign  war,  or  both;  just  as  gross  injustice  in 
the  conduct  of  a  war  will  draw  into  the  struggle  an  ever-widening 
circle  of  nations,  because  there  are  irresistible  forces  which  insist  that 
justice  shall  emerge  finally  in  the  world. 

Now,  it  was  not  proposed  that  this  tef^;ue  should  itself  pass 
upon  disputes.  All  it  would  do  is  to  insist  that  members,  party  to 
the  league,  or  any  nation  having  a  dispute  with  a  member  of  the 
league,  shall  not  resort  to  war.  It  may  refer  the  disputants  to 
existing  institutions  at  The  Hague  or  to  other  institutions  to  be 
hereafter  set  up.  They  shall  be  privileged  to  go  on  with  their 
dispute  indefinitely  if  they  choose,  but  they  may  not  resort  to  war. 
The  United  States,  under  this  plan,  would  have  been  permitted  to 
continue  the  Fisheries  dispute  with  Great  Britiun,  as  it  did,  for 
three-quarteie  of  a  century  without  interference;  but  if  either  Great 
Britain  or  the  United  States  had  shown  a  disposition  to  resort  to 
arms  the  league  would  have  been  invoked  and  would  have  used  its 
combined  forces  to  prevent  aggression. 

There  are  four  ideas  or  stages  in  the  oonceptiwi.  The  first  is 
simply  a  true  court  of  justice  to  which  nations  may  retet  their  dls- 
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putea,  if  they  see  fit  to  do  bo.  This  is  the  court  called  for  by  the 
Hague  Convention  of  1907  under  the  name  of  the  Court  of  Artritral 
Justice-^simply  a  voluntary  institution.  To  this  institution  we  find 
no  objectors.  Practically  all  the  governments  of  the  world  have 
endorsed  it,  peoples  have  endorsed  it,  experts  and  plun  men  have 
endorsed  it.  In  other  words,  it  is  a  realizable  project.  It  is  there- 
fore  well  to  keep  the  movement  for  a  world  court  quite  distinct. 

Now,  the  second  atagfi  of  the  larger  and  more  probl^natic 
project  is  a  league  in  which  the  element  of  obUgation  enters  to  this 
extent,  that  the  m^bers  of  the  league,  if  you  call  it  such — parties 
to  the  treaty — should  obligate  themsdves  to  resort  to  the  court. 
There  is  no  such  obligation  embodied  in  the  present  Hague  Cchi- 
vention.  Like  all  our  other  international  institutions,  it  is  there 
for  the  nations  to  use  or  not,  as  they  like. 

In  the  third  stage,  the  element  of  oUigation  is  extended  to 
forcing  the  nations  into  court.  That  is  to  say,  if  war  threatens, 
we  say  to  the  disputants,  "You  must  refer  this  dispute  to  tiie  court. 
We  will  not  force  you  to  carry  out  the  award  nor  do  you  bind  your- 
self to  do  so,  but  you  must  go  into  court  and  have  a  hearing." 

Now,  many  men  have  come  to  realise  that  publicity  is  three- 
quarters  of  the  battle  for  jiutice.  Very  often  simply  bringing  out 
the  facts  stops  not  only  illegal  practices,  but  also  unjust  practices 
not  covered  by  the  law,  and  does  it  without  resort  to  a  court  or  even 
to  arbitration. 

The  fourth  stage  is  enforcing  the  award,  admittedly  giving  rise 
to  the  dai^er  of  oppresnon  unless  you  have  all  the  progtmdve 
nations  in  the  league  ao  that  substantial  justice  would  result  from 
its  action.  The  meeting  of  April  ninth, 'to  which  I  have  referred, 
was  unwilling  to  accept  the  fourth  stage  of  this  plan,  namely,  en- 
forcing the  verdict.  Men  like  Mr.  Taft,  with  his  wide  experience, 
Mr.  Lowell,  who  has  made  a  study  of  governmental  institutions, 
in  fact  all  except  two  out  of  the  twenty  eminent  and  experienced 
men  gathered  at  that  meeting,  were,  however,  willing  to  adopt  the 
first  three  stages  of  the  plan  as  a  "realizable"  project,  na^nely,  the 
court,  the  obligations  of  the  states  to  each  other  to  go  into  court, 
and  the  obligation  of  the  League  to  force  the  nation  law-breaktt 
into  court  if  recalcitrant. 

If  there  is  no  obligation  on  the  part  of  the  nation  entering  the 
court  to  abide  by  the  verdict  and  the  league  itself  will  not  enforce 
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the  verdict,  eurely  no  oppresaion  can  result  from  the  demand  for  a 
bearing.  It  U  a  reasonable  demand  as  applied  to  any  controversy 
whatsoever,  whether  it  be  a  justiciable  controversy  or  a  controversy 
arising  out  of  a  conflict  of  political  policies.  The  league  would  aim- 
ply  act  as  an  international  grand  jury  to  hale  the  nation  law-breaker 
into  court  for  a  hearing.  That  is  as  far  as  the  meeting  of  April 
ninth  was  willing  to  go,  and  that  is  the  project  which  the  notable 
gathering  at  Independence  Hall,  Philadelphia,  on  June  seventeenth, 
made  the  pri^am  of  the  League  to  Enforce  Peace.  By  starting 
with  this  minor  project  we  get  something  which  is  practicable  and 
out  of  the  minor  project,  the  larger  plan  may  grow  of  its  own  accord. 
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Elt,  Richaad  T.    Propertti  and  Conirwi  in  Thmr  Rttatimu  to  the  Diibibution  af 

WeaUi.     (2  vole.)    Pp.  liv,  W6.    Prioe,  M.OO.    N«w  York:  The  MmouUu 

Company,  1914, 

The  walk  k  as  difficult  to  chaatj  as  it  is  to  raview.  It  is  not  an  intcrix»- 
tation;  nor  is  it  a  mutm  book  or  a  book  of  reading*.  Periiapa  it  would  be  fair  to 
call  it  a  compilation  of  invaliuble  data  reg&rdins  property  and  contract.  Then 
is  an  index  of  some  fifty-eight  pages,  and  a  list  of  authors  and  cited  vrwks  of 
forty-^ve  pages.  The  book  itself  contains  but  seven  hundred  and  fifty-one  pages, 
including  Toluminous  references  and  notes.  Tim  reader  is  oppressed  with  a 
feeling  of  unbalance  and  a  lack  of  continuity,  idiich  comes  dangerously  near  bong 
a  lack  of  unity. 

Professor  Ely  apeaka  very  frankly  of  the  "yean  of  growth"  of  this  votIl  (p. 
is).  He  also  alludes  in  the  same  paragr^ih  to  "  the  orderiy  nature  and  continuity 
of  progress"  and  the  "internationalism  of  law  and  institutiona  corresponding  to 
eoonomic  internationalism."  Some  of  bis  students,  he  says,  ui^ed  him  to  puUish 
tbe  work  "as  early  as  1900."  The  final  debt  of  gratitude  for  the  finishing  touches 
on  tbe  weak  Professor  Ely  gives  to  the  "stimulating  enviroDment"  of  the  Univer- 
aity  of  London,  where  he  delivered  a  course  of  lectures  on  "Property  and  Its 
Relation  to  the  Distribution  of  Wealth"  in  1913-14  (p.  xvi).  "Tbe  lectuitv  <»i 
property  and  contract  were  written  more  than  ten  years  ago,  and  aa  eariy  aa  1899 
maay  parts  of  ihe  book  were  substantially  in  their  present  form"  (p.  viii). 

The  author  is  immensely  impressed  by  the  simpUcity  of  the  ideas  growing  out 
of  tbe  economic  experiences.  He  writes:  "My  ideas  are  the  outgrowth  of  Ameri- 
can life;  yet  ^)[^cable  ogun  in  many  particulars  to  oonditiona  in  Germany, 
England,  and  other  European  countries.  The  German  economists  are  r^^arded 
aa  progressive  and  our  American  courts  as  conservative;  but  I  have  found  no 
difficulty  in  passing  from  German  economic  literature  to  the  decisions  of  American 
courts.  Each  land  shows  continuity  of  thought  and  the  similarity  of  ideals  is 
here  striking  for  frequently  the  deoiaions  are  aa  progiessivB  as  modem  economic 
thought"  (p.  x).  The  reader  will  be  more  readily  convinced  of  this  similarity 
by  reading  the  Preface  than  from  the  book  itself. 

Hie  book  covers  a  wide  field.  In  the  Introduction  distribution  is  defined. 
Tlie  forces  behind  it  are  analysed,  and  a  general  statement  is  made  of  the  subject 
matterof  economics,  with  particular  relation  t«  distributive  problems.  Fart  Ideals 
with  property,  public  and  private;  Part  II,  with  contract  and  its  conditions;  Parts 
III  and  IV  contain  appendices.  Appendix  III  consists  of  an  easay  written  by  Dr. 
W.  I.  King  on  Prcduetion,  Prttent  and  Future.  It  contains,  as  Profeaaor  BUy  sayi, 
a  statement  showii^  "the  limitations  on  distribution  in  produeU<Hi."  Pro- 
fessor Ely  desoribeB  Uiis  ^>pendix  as  "an  invaluaUe  ooDtribulicm  to  our  eoonomic 
2S4 
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literature."    It  ia  difficvilt,  howerer,  to  see  exactly  wby  it  was  included  in  the 
preeent  work. 

The  reader  is  prone  to  raise  questicma  r^[ftrding  the  poettion  of  Appendices  I 
and  II.  Appendix  I  deals  with  vetted  interests.  Appendix  II,  headed  Ptrtanal 
Conditiimi,  contains  discussions  of  Blaveiy,  caste,  and  other  forms  of  personal 
status  in  their  relation  to  contraot.  In  so  far  as  these  problems  bear  upon  con- 
tract, it  would  seem  that  they  might  hav«  been  included  in  the  section  headed 
ContTfict  and  lU  CondUiont.  In  their  present  position  they  go  far  to  upset  the 
unity  of  the  work. 

Hie  content  of  the  book  is  of  the  very  highest  order.  Hie  work  has  appar- 
ently been  done  with  the  most  scholaiiy  core.  At  the  same  time,  the  language 
of  most  of  the  text  is  simple,  and  the  style  is  so  direct  and  telling  as  to  make  the 
reading  of  it  a  positiva  delight.  The  work  is  an  admirable  statement  of  the  issues 
involved  in  property  and  contract.  Its  thought-provoking  analyses  of  the  rela- 
tion  between  economic  situations  and  political  problems  are  particularly  suggest- 
ive. There  have  been  a  number  of  books  on  property  which  attack  and  defend  it; 
the  present  work  explains.  There  is  no  ^iparent  leaning  to  this  side  or  to  that. 
Hie  author  has  been  cont«nt  with  an  exposition. 

Professor  Ely  has  prepared  an  invaluable  body  of  data  regarding  property 
and  contract.  The  two  volumes  of  the  work  contain  a  mine  of  useful  and  highly 
available  inframatim.  Nevothekes,  even  the  nHMt  eonflrmed  sohotar  will  re- 
gret that  Professor  Ely  did  not  moke  a  book.  Surely  it  would  have  been  posBible 
with  the  extended  body  of  notes  and  references  following  each  chapter  to  compress 
the  data  necessary  to  the  scholarly  understanding  of  the  chapter  oontente.  Such  ■ 
a  scheme  might  easily  have  resulted  in  the  avoidance  of  the  unwieldy  body  of 
appendices  appearing  at  the  end  of  the  second  volume.  Hie  author  attempts  to 
explain  why  it  was  neoeesary  to  exclude  certain  data  &om  the  text.  He  seeks  to 
justify  the  inclusion  ot  certam  material  in  the  appendioes.  A  compendium  of 
useful  information  on  property  might  legitimately  be  constructed  on  this  basis, 
but  a  book  on  property  must  exhibit  more  organic  unity  if  it  is  to  be  regarded 
as  a  book.  Professor  E3y  is  to  be  hi^ity  ccngmtulated  upon  the  character  of 
his  contribution,  however  unsatisfactory  its  form  may  be. 

Scott  Neabino. 
UniMmlv  ofPermtj^aanUi. 

Clark,  Waioijb  E.     The  Ctut  of  Lmng.    Pp.  168.    Price,  50  oonts.    Chicago: 

A.  C.  McClurg  and  Company,  IBIG. 

No  recent  book  written  in  En^ish  on  the  cost  of  living  question  has  at- 
tempted to  cover  a  wider  fieH.  llie  author  has  made  his  statements  regarding 
price  increases  international,  and  has  covered  the  cost  of  living  subject  under 
six  prindpid  heading:  The  Facts,  the  Money  Problems,  the  Question  of  Supply, 
the  Question  ot  Demand,  the  Effect  of  the  Increasing  Cost  of  living,  the  Remedies. 
The  whole  book  is  of  neoeerity  gmoral  in  treatment  and  popular  in  tone.  At 
the  same  time,  the  author  has  a  knowledge  of  the  subject  which  lends  a  weight 
of  authority  to  most  of  the  things  that  he  says.  The  reader  lays  down  the  book 
with  a  feeling  that  iiioieaaing  living  coeto  are,  after  all,  not  a  particularly  unde- 


Digitized  by  Google 


286  Thb  Annau  or  thb  Akbbican  Acadhict 

■inble  thing,  and  that  time  majr  provide  a  remedy.    The  book  must  be  oritieiMd 
chiaSy  because  of  its  incompleteness  iu  this  vespect. 

CitowKLL,   John   F.     Truglt   and  Competition.    Pp.    ISl.    Price,    SO    ceatm. 

Chicago:  A.  C.  McClurg  and  Company,  1915. 

lluB  little  volume  gives  nothing  that  is  fundamentally  new  aa  regards  busta 
and  competition.  However  the  reader  will  find  it  valuable  in  giving  a  compact 
and  concrete  discuaeioii  of  trust  problems  in  their  many  ramifications.  The 
author  seea  a  great  value  in  competition,  using  that  term  to  mean  a  competitive 
struggle  to  serve  the  interests  of  the  public  and  the  investors.  He  then  por- 
tr^s  big  business  activitiee  which  are  tending  toward  such  a  goal.  Carefully 
arranged  and  enumerated  are  the  many  ai^uments  bearing  on  almost  all  of  the 
issues  arisinK  out  of  m<xiopolies  and  competition.  Mr.  Crowell  has  filled  a  need 
in  ^ving  a  amall  volume,  general  in  scope  and  briefly  summing  up  the  bust 
situation  of  today— especially  as  it  stands  in  the  light  of  inherited  ideals  of  com- 
petition. 

Taubbio,  F.  W.    PrincipUi  <4  Bamnmicx.     (2nd  ed.  revised)  (2  vols.)  Pp.  Iv, 

1120.    Price,  S4.00.    New  York:  The  Macmilton  Company,  1015. 

The  changee  introduced  in  this  revision  affect  entirety  chapters  dealing  with 

practioal  probleine  <rf  current  interest.    The  chapter  on  banking  in  the  Uoited 

States  has  been  rewrittrai  so  aa  to  include  discussion  of  the  Fedenl  Reserve  Bank 

system.    Kmilar  reorganising  and  rewriting  have  made  almost  new  the  ehaptos 

,  discussing  trusts  and  combinations,  wcnkmen's  insurance  and  taxation.    These 

changes  add  much  to  the  current  value  of  a  work  which  in  itseariiereditionhada 

reception  aa  unusual  as  it  was  moited. 

COMMERCE  AND  TRANSPORTATION 

RiPUiT,  WiLLuv  Z.    Ant&MiiIi:  butanes  and  Orpanizotion.    Pp.  xix,  637.    Price, 

13.00.    New  Ywk:  Longmans,  Green  and  Company,  1915. 

In  this  second  volume  of  his  treatise  on  railroads,  Professor  Ripley  brings  to 
a  close  what  is  uoquesticmably  the  most  comprehensive  and  adequate  work  yet 
written  on  the  various  phases  of  railway  tran^mrtation  in  the  United  States. 

RaOroadt!  Baltt  and  Btfulalion  which  constituted  the  first  volume  gave  a 
description  of  the  intricate  structure  of  transportation  rates  and  an  account  of  the 
long  struggle  of  the  people  to  secure  rate  t^;u1ation  by  the  govemment. 

Though  the  clwity  wiUi  which  Professor  Ripley  presents  the  analysis  of  the 
many  aspects  of  railway  finance  and  organiaation  ocHnmands  the  ooustant  admira- 
tion of  the  reader,  it  is  the  history  of  the  financial  life  of  American  railway  corpora- 
tions which  gives  the  chief  interest  to  this  work.  Sorry,  mean  and  smdid,  however, 
is  the  story,  a  r^ulsive  chapter  of  the  economic  history  of  the  nation,  a  chapter, 
too,  which  many  thought  had  been  closed  until  the  discloBUna  concerning  tine 
New  Haven,  the  Rock  Island,  and  the  Frisco  Systems  showed  that  in  many 
quartcrathefinanciolmoralsof  "Jay  Gould  and  Jim  Fiske"  still  survive,  and  that 
the  swindling  pntetdoee  of  the  early  oonstructitn  companies  and  of  the  kratere  of 
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the  Alton  tnaaury  h&ve  not  been  fwgotten.  But  in  tbe  midst  of  his  condemna- 
tion of  the  freud  and  diahonesty  which  haa  characteriaed  bo  much  of  the  fi^an^^i^^j 
history  of  American  railwaya,  Profeaaor  Ripley  does  not  forget  to  point  out  and 
commend  the  leading  examples  of  sound  railway  finance.  Such  examples  an 
conspicuously  rare.  Even  many  roads  which  have  had  a  long  and  honorable 
record  of  cDEMrratism  and  sound  pohcy  have  fallen  a  prey  to  piratical  speculaton 
and  monipulatots  into  whose  pockets  have  been  swept  tbe  fruits  of  yean  of  honest 
prosperity. 

It  is  this  long  persiBl«nce  of  knavcoy,  this  constant  danger  that  rank  out- 
aiders  may  raid  and  destroy  a  sound  financial  structure,  that  help  make  Professor 
Ripley's  wgument  for  public  regulation  so  effective  and  convincing.  Though 
the  action  which  single  states  have  taken  in  tbe  regulation  of  capitalisation  re- 
ceives his  approval,  he  points  out  that  Btat«  governments  are  unable  to  cope  with 
the  situation,  and  recommends  the  creation  of  a  federal  commission,  separate 
from  tbe  Interstate  Commerce  Commission,  which  shall  have  powers  over  railway 
capitalisation  similar  to  the  powers  now  poeseseed  by  the  strongest  state  com- 
missions. The  recommendations  of  the  Railroad  Securities  (Hadtey)  Commission 
he  flatly  rejects,  and  with  convincing  arguments  disposes  of  the  important  fea- 
tures of  its  proposed  policy. 

But  while  seeing  in  government  control  of  railroads  the  only  safety  of  the 
public,  Professor  Ripley  is  not  unaware  of  the  serious  problem  which  the  possessi^^ 
of  a  full  measure  of  public  control  involvee.  As  he  explains,  railway  regulation  has 
had  two  phases.  The  first,  which  is  past,  was  the  struggle  of  the  people  to 
demcmstrate  their  right  to  regulate  the  railroads  and  to  eetablish  the  machinery 
for  regulation;  the  second,  which  is  now  beginning,  is  the  problem  of  using  wisely 
the  hard-won  pews'.  1^  issue,  while  capable  of  expression,  cannot  be  so  dearly 
visualized.  The  separation  of  interests  is  Ism  distinct,  tbe  alignment  of  parties 
not  BO  definite.  What  is  designed  to  eliminats  evil  must  not  harm  the  good. 
"Public  regulation  in  future  must  not  be  governed  by  the  mandates  of  the  law 
applied  too  narrowly.  It  may  be  sound  business  policy  to  be  more  generous. 
,  .  ."  The  railway  problem  is  still  that  of  securing  adequate  service  at  rea- 
sonable rates  but  now  that  the  people  have  the  machinery  by  means  of  which 
this  can  be  done,  "the  point  to  carry  forward  is  that  they  cannot  hope  to  reach 
this  goal,  under  private  ownership  at  least,  until  the  inveeton'  interest  is  ac- 
corded just  and  full  conmderatitai."  If  this  warning  is  unheeded,  private  owner- 
ship must  give  way  to  government  ownership.  What  a  change  of  view  such  a 
statement  represents.  A  down  yeara  ago  government  ownenhip  was  the  sole 
alternative  in  case  the  pubhc  could  not  secure  a  proper  degree  al  c«mtrol  over  tbe 
railroads;  today  it  is  the  alternative  in  case  the  mikoads  cannot  eeeure  a  sufficient 
measuie  of  protection  from  the  public. 

Like  most  eccHtomists,  Professor  Rijdey  beUeves  that  a  certain  degree  of 
cooperation  among  competing  railways  should  be  pwmitted,  and  he  favors  a 
relaxation  of  the  present  legal  prohibititm  against  pools  and  rate  agreementa. 

Excellent  statistical  charts  and  tables  presented  here  and  there  throughout  tbe 
pages  aid  the  reader  in  grasping  the  thought  of  the  text.  Well-chosen  references 
are  indicated  in  oonneotion  with  cAoh  important  b^ic.    Errors  ore  few,  except 
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for  &  nnmbw  of  Blips  in  the  tue  of  "infn"  mad  "supn"  in  footnotea.    TbeM  iliia 
an  D0(  eonfiuing;  one  menty  wonden  why  the  expnnitKw  we  uwd  at  alL 

T.  W.  Van  Mnu. 
F/nuMTMl V  qf  Pmntybonii. 

HoDQH,  B.  Olnxt.    Oc«an  Tf^IRc  and  Trad*.    Pp.  vi,  432.    Price,  13.00.    Chi- 
cago: La  Salle  Extension  UniTenity,  1B14. 

Mr.  Hough,  who  ia  the  editor  ot  the  Amenoan  Sxparter,  ha»  in  this  vdume 
aimed  to  produce  a  text-Jjook  on  the  or^niaatiiHi  ot  practical  ocean  shipping  and 
f  oieign  trade.  The  so(^  of  the  book  is  coneequently  so  wide  that  many  phaaea 
of  ocean  transpoitatii^  are  tieat«d  very  briefly.  Tliua  the  ehi^itaa  on  Ocean 
CarrierB,  Tonnage  Meaaurement,  Ocean  Routes,  Mercantile  Marine  Policy  and 
Public  Regulation  are  brief,  and  the  chtqiter  on  Ocean  EVeight  Rates,  althou^  it 
contains  much  practical  information,  does  not  describe  the  forces  which  detenniae 
and  the  principles  which  underlie  rates. 

Mr.  Hough's  discussion  of  the  methods  of  c<xiducting  foieigo  trade,  on  tbe 
contrary,  constitutes  an  additicai  to  tbe  literatuie  on  that  hi^y  important  sub- 
ject, Psrticu]»r  attention  i«  called  to  the  chapters  dealing  with  Han H ling  Ex- 
port and  Import  %lpmente,  TTanHliim  Small  Export  Shipments,  Getting  Foreign 
Business,  Developing  Export  Trade,  and  Foreign  Credite  and  CoUections.  Titese 
chifiten  m  foreign  trade  methods  may  be  prctitobly  read  in  connection  with  an 
earlier  volume  entitled  BUmentarj/  Latms  in  Exporting  which  was  written  by 
the  same  author.  No  phase  of  commercial  c«i;aniiation  is  num  impcvtant,  for 
the  development  of  export  markets  for  American  manufacturers  has  become  a 
national  problem.  Tbe  chapter  on  Marine  Insurance  is  also  an  excellent  one 
which  may  be  read  with  profit  by  anyone  interested  in  that  phase  of  shipping. 

LABOR  PROBLEMS 

Pbice,  GKofiOK  M.     The  Modem  Factory.    Pp.  xx,  674.    Price,  S4.00.     New 

York:  John  Wiley  and  Sons,  Inc.,  1914. 

Since  there  are  some  six  million  persons  working  in  industrial  estatdishmenta 
in  the  United  Statee,  Doctor  Price  thinks  that  the  modem  factory  is  a  pammount 
economic  force  in  the  life  of  our  nation.  Ccmsequently  questions  ai  mfety,  sanita- 
ti<»t  and  welfare  within  work  •places,  and  the  legal  steps  necessary  to  improve 
factory  conditions  are  among  tbe  vital  proUems  of  the  pieeeot  day. 

With  this  in  mind,  the  author  traces  the  rise,  growth  and  influence  of  the 
factory,  discusses  the  cause  of  factory  fires  and  their  prevention,  deals  with 
industrial  accidents  and  treats  the  subject  of  factory  environment  in  its  varioua 
phases  of  lighting,  sanitation  and  ventilation.  The  effect  of  wage  wwk  <w 
physical  wall-being  is  brought  out  in  chaptas  upon  industrial  poisons,  gases 
and  fumes,  and  the  dangers  of  dusty  trades.  The  trend  that  factory  legislation 
and  inspection  ought  to  take  ia  also  considered. 

From  the  foregoing  it  can  easily  be  seen  that  the  book  is  a  eompnhoimve 
I»eoe  of  'iHxk.  Although  it  covers  a  wide  range  of  topics  no  one  of  them  has 
been  sUghted.    The  experience  of  the  author  has  fitt«d  him  admirably  to  write 
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juat  audi  &  book  as  be  hu  given  lu.  He  has  been  a  medical  practitioner  in  a 
oongeftfid  city,  a  sanitary  inspector  d  tbe  New  York  Health  Department,  a 
direotw  of  the  Joint  Board  of  Sanitary  Control  in  the  Cloak,  Suit,  Blurt  and 
Dreea  and  Waiat  Industries,  a  director  of  the  New  York  State  Factory  Com- 
miasioii  and  a  special  agent  of  tbe  United  States  Department  of  Labor  to  in- 
vestigate European  f  acUaries.  This  weahb  of  eipeiience  is  reflected  in  the  i»eaent 
book.  Points  are  proven  by  numerous  examplea.  Comparisons  between  Ameri- 
can and  European  facbwy  conditions  are  made.  The  official  position  of  tbe 
writer  has  given  bim  access  to  a  great  number  of  photographs  whose  use  makes 
the  book  more  valuable.  The  Modem  Factory  is  the  only  work  in  its  particular 
field  and  is  to  be  recommended. 

Maloolu  Ekib. 
t^ntcersilv  of  Pmtwvbania. 

HsnoiB,  Amna  Chablottb.     Wage  Worth  pf  School  Traming.    Pp.  zvi,  173. 

Price,  f2.00.    New  York:  Teachers'  Cdlege,  Columbia  Universi^,  1918. 

A  number  of  recent  studies  diraoted  tomrd  the  problems  of  the  wagfr«aEning 
woman  have  led  to  a  growing  conviotiim  that  there  must  be  some  modification 
in  the  educational  scheme  that  will  lead  more  directly  into  vocational  activity, 
llie  outcome  of  this  detailed  report,  baaed  on  B17  queetionnaiieB,  answered  by 
working  women,  is  a  oonviotion  that  the  present  ^atem  of  education  does  not 
meet  the  vocational  needs  of  giris,  and  further,  that  any  system  of  educatitm 
that  fails  in  this  respect  is  false.    'Die  study  is  analytical  rather  than  constructive, 

KaLU)B,  Francis  A.  Out  of  Work:  a  Study  of  UnemploymeiU.  (Rev.  Ed.) 
Pp.  xiu,  660.  Price,  $1.60.  New  York:  G.  P.  Putnam's  Sons,  1915. 
llie  very  serious  industrial  situation  with  its  accompanying  mass  of  unem- 
ployment which  has  so  aroused  the  interest  of  the  country  in  the  last  year  makes 
wy  timely  this  new  edition  of  Miss  Kellor's  study  originally  published  in  1904. 
In  this  volume  she  has  attempted  to  introduce  material  bearing  on  the  later 
aituaticHi,  tc^ther  with  an  account  of  tbe  measures  that  have  been  tried  in  various 
places  to  cope  with  the  problem.  It  is  an  extremely  valuable  book  which  de- 
serves wide  use. 

Martdt,  Eleanor;  Post,  MASQABirrA.,  and  Othbbs.  Vocation* /or  lAe  Traintd 
Wmum.  Pp.  xvii,  175.  Price,  S1.60.  Pebbonb,  Cbarleb  G.;  Pabton, 
Mabel;  Mobbs,  Mabells,  and  Three  "Fellows."  Ziobor  Lmetand  Th«ir 
Enfonement,  mih  tpeeial  referenet  to  MauaehvMlU.  Pp.  xxii,  419.  Price, 
S2.00.  BoawoETH,  Louise  Marion.  The  Living  Wage  cf  Women  Wcrkere. 
Pp.  vi,  90.  Price,  Sl.OO.  New  York:  Longmans,  Green  and  Company. 
Hbwes,  Am  (Prepared  under  direction  tA).  Induetrial  Home  Worie  in  itfossa- 
ehuaeOa.  Pp.  1S3.  Price,  SO  cents.  Aluson,  Mat  (Prepared  under 
direction  of).  The  Pvhlie  SehooU  and  Women  in  Office  Senriee.  Pp.  jtv,  187. 
Price,  80  cents.  Boston:  Women's  Educational  and  Industrial  Union. 
The  series  contains  a  popular  statement  of  the  relation  existing  between 

women  and  the  economic  aiKi  educational  world.    The  books  are  planned  to  be  o* 
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particular  vtdue  to  woridng  women.  The  moet  importsiit  problem  wMeb  the 
editOTB  of  such  s  eeriee  neceesuily  face  u  that  of  getting  the  studiee  to  the  ntten- 
tion  of  the  workers.  He  value  of  the  studies  to  students  ie  quite  appannt. 
Their  utility  in  the  direction  for  which  they  were  intended  may  w«U  be  called 
into  question. 

Sdpfebit,  Abthus  E.  CondUatum  and  AtHtraUon  in  the  Coal  Indiutry  qf  Amtr^ 
iea.  Pp.  xrii,  376.  Price,  $2.00.  Boston:  Houghton,  MifOin  Company, 
1&16. 

The  author  haa  attempted  to  cover  in  an  historic  and  conatructive  manner 
the  chief  incidents  leading  up  to  conciliation  and  arbitration  in  the  various  coal 
fields  of  ibe  United  States.  The  book  is  well  written.  Authwa  are  quoted  at 
length;  many  paasagea  bear  the  eamiarks  of  fine  seholanhip.  The  style  ia  dear 
and  flowing.  The  treatment  is  sufficiently  general  to  be  interesting  and  auggest- 
ive,  and  at  the  aame  time  so  detailed  as  to  satisfy  the  inquirer  regarding  the  minor 
incidents  to  which  the  work  relates.  Although  the  author  displays  a  stroDg 
sympathy  for  tiie  laborers'  side  of  the  ease,  the  reader  cannot  help  feeling  that 
tiie  sympathy  is  juetified,  in  view  of  the  conditions  which  the  book  portrays 

MONEY,  BANKING  AND  FINANCE 

Lion,  Habtinob.    PrineijiUaofTaxatvm.    Pp.v,t33.    Price,  7S  cents.    Boston: 

Houston,  Mifflin  Company,  1914. 

In  his  introduction,  the  author  frankly  aoknowledgea  that  he  may  be  prej- 
udiced, but  urges  his  readers  to  consider  his  arguments.  He  is  equally  frank 
throughout  his  brief  but  excellent  discussion.  Disagreement  with  some  of  his 
conclusi(»is  by  no  means  implies  a  lack  of  appreciation. 

His  argument  rests  on  two  principles  as  the  bosee  of  taxation,  vis.,  "the  cost 
of  performing  the  public  service  to  pay  for  which  the  tax  is  levied,  and  ability  to 
bear  the  public  burden."  Coet  of  service,  it  is  urged,  is  better  than  a  benefit 
theory,  since  benefits  are  subjective  and  incapable  of  measurement.  Moreover, 
most  persons  usually  mean  cotl  when  they  say  bertefil — a  contention  with  which 
the  reviewer  ogreee.  A  proper  allocation  of  coet  being  frequently  difficult  and 
often  impossible,  ability  to  pay  must  in  practice  be  used  to  supplement  it.  Fac- 
ulty, however,  also  presents  difficulties  and  cannot  in  practice  be  determined  with 
accuracy.  Income  as  a  measure  is  very  faulty  because  of  the  difiesences  be- 
tween earned  and  unearned  and  between  continuous  and  fortuitous  income. 

Market  prioe  ctf  property  is  a  much  better  faculty  test  than  income,  because 
it  makcfl  allowance  for  risk.  Properties,  however,  differ  in  many  important 
partioulaiB  and  should  not  be  taxed  at  the  same  rate.  Esfieoially  should  property 
be  distinguished  from  debts  which  are  not  wealth  and  do  not  create  wealth. 
Taxing  credits  is  not  taxing  wealth,  but  a  method  of  doing  business.  Moreovo', 
the  tas  is  usually  shifted  from  creditor  to  debtor.  The  difficulties  ate  increased 
becauee  reeidents  of  one  community  often  own  wealth  located  in  another.  Con- 
ffict  <rf  interest  among  communitiea  irften  results  in  unjust  double  and  multiple 
taxation  which  is  proving  especially  burdensome  to  corporations  doing  an  inter- 
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state  busmwfl.  Local  asaewore  Are  portUl  and  hence  objectionable,  central  con- 
trol of  tax  machinery  is  favored  and  arguments  are  advanced  gainst  the  single 
tax  and  the  increment  tax,  even  the  mieanied  increment. 

To  many  of  the  arguments  in  the  treatment  no  one  will  object.  That  there 
are  weaknesses  in  the  modem  income  tax  must  be  acknowledged,  and  we  can  all 
agree  to  the  author's  criticism  of  the  injustices  reeulting  from  double  taxation. 
At  the  present  time,  however,  destructlTe  criticism  is  insufficient.  Increasing 
public  expenditures  and  a  realisation  of  the  injustice  of  many  phases  of  our  preeenl 
system  [including  those  mentioned  by  the  author)  moke  conatructive  suggeetions 
imperative.  Except  in  a  few  particulars,  these  have  not  been  presented.  It  is 
true  that  economic  interest  is  urged  (p.  88)  as  a  scdution  for  the  evils  of  double 
taxation,  but  no  method  of  determining  that  interest  in  each  community  is  pre- 
sented. 

In  one  important  particular,  also,  the  author  is  at  variance  with  most  modem 
writers  and  that  is  in  his  failure  to  provide  for  progreeaive  taxation.  The  principle 
of  progression  is  becoming  fully  interwoven  in  our  modem  systems,  especially  in 
the  income  tax  and  the  inheritance  tax,  yet  no  allowance  is  made  for  it.  In  one 
passage  (p.  5S)  there  is  a  suggestion  that  might  even  be  interpreted  as  opposition 
to  the  entire  idea.  In  this  paragraph  the  author  points  out  that  a  tariff  on  luxuries 
is  a  tax  on  productive  consumption  and  that  unproductive  consumption  decreases 
ability  to  pay  and  then  adds:  "Assuming  that  labor  will  in  the  long  run  shift  the 
incidence  of  a  tax  on  necesuties  from  a  tax  on  consumption  to  a  tax  on  production 
in  the  form  of  higher  wages,  the  consumption  of  necessities  comes  nearer  being  an 
index  of  ability  to  pay  than  a  tax  on  luxuries." 

E.  M.  Patterson. 
Univertily  of  Penntyhania. 

Chen,  Sbao-Kwah.  Th»  SytUm  of  Taxation  in  CHna  in  the  Tnng  Dynasty, 
leU-tSll.  Pp.  118.  Price,  J1.00.  New  York:  Longmans,  Green  and 
Company,  1914. 

Dr.  Chen  has  recognised  in  his  study  the  importance  of  acquainting  English 
readers  with  the  general  structure  of  the  Chinese  government  as  a  preliminary 
to  explaining  the  system  of  taxation.  He  then  describes  the  public  expenditures 
b^ore  dieousing  taxation  which  he  takes  up  uoder  the  three  heading,  taxation 
of  land,  taxation  of  salt  and  taxation  of  commodities.  The  defects  of  the  ar- 
rangement now  in  fOTce  are  the  scrambling  for  funds  by  the  different  provincial 
governments  and  the  numerous  opportunities  for  the  conoealmoit  of  revenues. 
Unfavorable  conditions  will  be  slow  to  disappear. 

Secrist,  Horace.  An  Eeonamie  Analytit  of  the  CotutUiaional  JiesIrtctiDns  upon 
Public  IndebUdntM  in  the  United  Slate*.  Pp.  131.  Price,  40  cents.  Madi- 
son: Univereity  of  Wisconsin,  1914. 

Professor  Secrist  has  treated  his  subject  by  dividing  it  into  an  analjisis  of 
the  constitutional  restrictions  on  state  debt  and  on  local  or  municipal  debt, 
treating  each  topie  both  historically  and  analytically.  His  conclusions  are  that 
present  restraints  hamper  legitimate  borrowing  without  accomplishing  the  desired 
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purpose  of  Rstrtiining  public  debt  within  reasonable  limita.  Tlw  atudy  is  s 
v^uable  one.  It  in  to  be  hoped  that  ai  Mme  date  in  th«  near  future  the  anUtor 
will  be  able  to  ptewnt  a  lai^  number  of  oonstniotive  BUggestiona,  espeaudlr  as 
to  control  over  alAte  debts. 

Smttb,  Harrt  Edwin.     The  Unit«d  States  Federal  IiUemal  Tax  HMtrg  from 

1881-1871.    Pp.  m,  357.    Frioe,  tl.fiO.     Boston:  HoughtcMi,  Mifflin  C«n- 

panr,  1914. 

This  volume  Was  awarded  the  Hart,  SchaSner  and  Marx  priie  in  Class  A 
!(a  the  year  1912.  After  an  introductory  chapter  discussing  the  ccmditioDa 
prior  to  1S61  and  the  causes  of  the  fiscal  policies  during  the  period  just  prior 
to  the  Civil  War,  the  author  treats  his  subject  by  devoting  chapters  to  each  of 
the  different  kinds  of  taxes.  The  last  two  chapters  ace  more  general,  treating  the 
influence  of  internal  taxes  on  the  important  duties  and  the  administration  (rf  the 
tax  system  during  the  period  under  diacuesion.  An  appendix  contains  a  number 
of  t^les  and  a  bibUography. 

The  book  contains  a  large  amount  of  detail;  the  various  meaauiea  psopooed 
in  Congress  being  analysed,  their  provisions  presented  and  their  progress  tnoed. 
Tliis  plan  is  extended  even  to  many  measures  which  finally  failed  of  passage  and 
in  some  instances  to  bills  which  do  not  seem  to  the  reviewer  important  enou^ 
for  such  extended  treatment.  The  treatment  is  thorough  and  painstaking,  but 
tiie  reader  must  follow  the  subject  matter  very  carefully  to  grasp  the  thread  ot 
the  discussion  amid  the  mass  of  detsil.  This  failure  to  interpret  the  material 
presented  is  illustrated  by  the  criticisms  at  the  dose  of  the  second  chapter  dealing 
with  the  direct  tax.  In  view  of  the  preceding  description,  the  criticism  seems 
very  brief  and  very  mild. 

Criticisms  are,  however,  ungraoious  when  the  volume  is  such  a  valuable  ad- 
dition to  the  literature  of  our  financial  history.  The  very  detail  is  impcntant 
and  beyond  the  general  si^gesticHis  just  made  regarding  method  of  treatment 
there  is  but  tittle  adverse  comment  that  con  be  offered.  Emphasis  should  be 
placed  on  the  very  valuable  collection  of  tablee  in  the  appendix  and  on  the  ad- 
mirable index. 

SOCIOLOGY  AND  SOCIAL  PROBLEMS 

BowKN,  Louise  na  Eovbn.    SafeffumrUfar  City  Yoxiih  at  Work  and  at  Play.     Pp. 

XV,  241.    Frioe,  S1.G0.     New  York:  The  Maomillan  Company,  1914. 

For  many  years  the  author  of  this  book  has  been  devoting  much  of  her  time 
and  resources  to  activities  in  aid  of  Chicago  children.  Gradually  the  reali- 
zation dawned  upon  her  that  it  was  not  enough  to  maintain  the  juvenile  court 
with  its  probation  system  and  permit  causes  of  distiesa  to  work  unchecked  year 
after  year.  Witli  others,  therefore,  Mrs.  Bowen  organised  the  Juvenile  Protect 
tive  Association. 

The  (diapters  in  this  volume,  thraefore,  really  oover  a  descriptitm  of  the  condi- 
tions which  have  been  brou^t  to  her  attentitm,  together  with  an  account  of  tJte 
methods  adopted  to  try  to  meet  the  situation.    We  thus  have  chapters  dealing 
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with  dvic  ^otoetion  in  nereation,  legal  proteetion  in  indiutiy,  legal  protection 
for  (Minquenta,  legal  mfeguarda  for  the  dependent,  [sotection  against  diaerimina- 
tioiu  in  legal  treatment,  with  a  cloaing  chapter  on  the  need  of  further  [votection. 
Into  this  account  she  has  woven  innumerable  personal  anecdotes  iUustrating 
points  discuflsed. 

Among  tlie  needa  yet  to  be  met,  Mrs.  Bowen  feels  is  the  more  active  partici- 
pation of  women  in  the  government  of  the  city.  "Riough  for  years  a  board  of 
Women  had  overseen  the  work  of  school  nurses,  when  the  school  nurse  became  a 
city  official  there  was  no  longer  any  woman  fit  to  be  a  member  of  the  city  oouncil 
and  continue  such  supervision.  Mrs.  Bowen  feela  that  women  should  also  be 
memberg  of  the  Board  of  County  Commissionen  in  order  to  "laint-*-!"  some  direct 
supervision  over  the  probation  officers  of  the  juvenile  court.  She  feela  that  better 
laws  and  better  enforcement  of  law  dealii^  with  the  sale  of  food,  particularly  of 
milk,  better  r^istration  of  births,  better  control  of  child  labor,  particularly  with 
feference  to  newsboys,  messenger  boys,  etc.,  better  supervision  of  employment 
agencies  and  more  adequate  provision  for  the  treatment  of  the  inebriate  are 

To  thoee  who  are  dealing  with  problems  of  social  welfare  in  our  lai^  cities  and 
to  thoee  who  are  interested  in  knowing  what  is  being  done,  this  volume  is  to  be 
heartily  commended. 

Miss  Jane  Addame  contributes  the  prefa43e. 

Cabl  Kblsbt. 
Unwertity  t^  PentuyUiama. 

Hbalt,    WiLUUi.     The  Induidiud   DtlimpmU.    Pp.    xi,    830.    Price,    $5.00. 

Boston:  LitUe,  Broim  and  Compaoy,  1915. 

This  masterful  achievement  is  an  inductive  and  analytical  study  of  a  thousand 
juvenile  delinquenlfl.  It  is  the  result  of  five  years  of  study  and  investigation  by 
the  Juvenile  Psychopathic  Institute  of  Chicago  under  the  direction  of  the  auth(^. 
Based  upon  the  assumption  that  most  criminals  begin  their  career  of  crime  at  a 
very  early  age.  Dr.  Healy  has  sought  to  analyie  the  causes  and  conditions  which 
kad  to  anti-social  conduct.  It  is  a  most  comprehensive  treatise.  The  effects  of 
heredity,  of  disease,  of  mental  abntmnality,  of  physical  defects,  of  environmental 
influences,  including  home  life  and  aasociatea,  are  all  studied  with  the  most  pains- 
tabng  care.  Methods  of  study  and  inveBtigation  are  presented  with  the  purpose 
of  developing  a  science  of  diagnotis  and  treatment.  Part  I,  comprising  t«n  chap- 
ters, deals  with  general  data.  Hiis  part  should  {H'ove  invaluable  to  judges, 
lawyen,  probation  offioen,  physicians,  clergymen,  social  workos;  in  fact,  to  all 
irtio  are  interested  in  the  problem  of  delinquency.  Part  II,  with  twenty-eeven 
ohapten,  ia  devoted  to  the  description  of  oases  and  types  and  to  the  study  of 
eausative  factors.  Hera  the  concrete  material  ia  presented  upcm  which  the 
scientific  results  are  based.  This  part  is  characterised  by  balanced  judgment 
and  ought  to  have  the  effect  of  disciplining  the  imagination  of  the  theorist. 

The  compiebennveneee  of  the  work,  its  thoroughneaa  and  intensiveneae, 
make  it  a  veritable  source  book  both  as  to  material  and  aa  to  method.  It  ia  an 
ig  w<«k  in  the  itudy  of  daliiiquency.    Di.  Healy  ia  to  be  oongratulated 
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on  hia  Kchierement.    He  has  made  every  Bcientifio  student  and  every  practical 
wt»ker  in  this  field  his  debtor. 

J.  F.  LlGBTKKBKRaKK. 

VnwtnUy  <^  Penntyipama. 

MzLViN,  Floyd  J.    &>etafMm  lu  lA«  Soadagkal  Id«al.    Pp.  216.    Price,  tl.35. 

Ner  York:  Sturgis  and  Wdton  Company,  lOlS. 

Dr.  Metvin,  having  in  mind  the  social  philoec^hy  so  well  put  by  Waid — 
"the  oonsciouB  improvement  of  society  by  society,"  finds  great  emotional  and  in- 
tellectual forces  making  for  this  ideal  in  the  tenets  of  socialism. 

Enterii^  this  kingdom  of  "Boeiol  self-consciousnees,"  the  individual  finds 
bulwarked  against  his  further  progress  the  evils  of  a  rockbound  competitive 
system  of  industry— a  Byatem  diametrically  opposed  to  the  ideals  of  the  eociolo- 
gist.  Under  this  competitive  reign  he  seee  justice  mocked,  ethical  and  snthetie 
tendencies  choked,  and  religion  shackled.  These  spiritual  ideals  are  now  de- 
manding realixatioQ.  likewise  cooperation,  the  division  of  labor,  the  fact(»y 
system  and  the  introduction  of  machinery  are  the  material  forerunnen  of  the 
social  commonwealth.  Means  and  methods  of  aoaiol  regulation  such  as  educa- 
tion, a  "controlled"  evolution  and  a  "representative  decidon"  must  replace  the 
anarchistic  means  of  deadly  warfare,  natural  selection  and  gruelling  competition. 

The  writer  cloeee  hie  book  with  a  clear  portrayal  of  the  aims  and  ideals  of 
the  socialist  summed  up  in  his  sentences:  "Having  no  classes,  socialism  has  no  irra- 
tional principles  to  uphold,  no  vested  rights  to  be  protected,  no  cherished  insti- 
tutions to  be  maintained.    All  is  fluid,  plastic.    This  is  spiritual  freedom." 

Many  sociologists  will  take  bitter  ezoeption  to  Dr.  Melvin's  linlring  an 
economic  panacea  with  the  science  of  sociology  as  the  latter's  ideal,  lliis  branch 
of  study  has  fou^t  and  fought  hard  to  establish  itself,  and  now  to  link  it  with 
socialism,  a  movement  and  a  term  arousing  so  much  antagonism,  must  to  many 
minds  work  havoc  for  sociology  as  a  science. 

C.  £.  Reitcbl. 
Vitiiieraitj/  ^  Penntyhania. 

Mt>BOAN,  Babbaba  SporroBO.     The  Baekward  Child:    A  Stvdj/  of  ths  Ptyehalogi/ 

and  Treaintmt  <^  BackwiTdnesi.     Pp.  vii,  263.    Price,  S1.25.    New  York: 

O.  P.  Putnam's  Sons,  1914. 

The  recent  development  of  clinical  psychology  and  statistical  studiee  of  re- 
tardation in  elementary  school  systems  have  outlined  the  problem  of  the  "back- 
ward child."  This  is  not  the  problem  of  the  feeble-minded  child  whose  tnuning 
can  never  have  great  social  value.  It  is  rather  the  problem  of  the  child  whose 
educational  process  has  been  delayed  through  certain  mental  or  physical  inca- 
pabilities or  through  lack  of  proper  training  and  education. 

To  the  latter  problem  the  book  is  addressed.  It  is  intended  for  the  use  of 
parents,  teaoherB,  and  other  educatora  who  have  to  deal  with  atypical  chiMien. 
Its  primary  emphasis  is  on  individual  treatment.  There  must  be  a  careful 
psychol<^oal  analysis  of  the  individual  child  in  question.  He  must  "be  very 
delicately  persuaded  into  revealing"  his  handicaps  and  abiUtieo,  and  Ute  "teata 
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uaed  tot  this  perBuasion  are  a  kind  of  abbieviation  of  the  activitiea  of  a  child's 
hfe."  But  thcM  tests  muat  never  beooine  a  mevely  formal  means  to  a  rigid  cUisi- 
ficatioQ.  Hey  must  be  int«rpreted  and  the  writer  bases  her  interpretatioii  on 
elinioal  experience  from  which  she  has  taken  a  number  of  eaactr  for  iUuatratioD. 

Once  the  jwc^em  of  a  particular  child  is  outlined,  his  training  must  follow 
the  lines  indicated.  Hub  must  conform  to  certain  psycbologieal  principles  of 
mental  devdopmeut,  and  a  large  portion  of  the  book  is  devoted  to  an  inteteeting 
treatment  of  tbe  familiar  toinca  of  attention,  memory,  perception,  reaaoning,  etc. 

The  careful  readar  will  cratainly  realise  that  most  of  the  prinoi^dee  and  even 
much  of  the  method  of  the  book  will  have  appUcation  in  dealing  with  tbe  pre- 
cocious as  well  as  with  the  backward  child. 

F.  N.  Maxpikld. 
UniMnitji  of  Penntj^nia. 

Aktik,  Maxt.    Thty  Who  Knock  at  Our  Galti.    Pp.  x,  142.    Price,  Sl.OO. 

Boston:  Houston,  Mifflin  Company,  1914. 

It  is  too  much  to  expect  that  an  author  who  has  won  deserved  renown  for 
ber  autobiographical  ^ctch  The  Promiaed  Land  will  rise  to  quite  the  Bame  heights 
in  an  attempt  to  interpret  modem  inunigrante.  She  writes  in  intenetiog,  sym- 
pathetic and  friendly  fashion  and  the  book  is  enjoyable.  She  feels  that  our 
jsesent  duty  lies  in  the  distribution  and  safeguarding  of  the  immigrants  rather 
than  in  artificial  tests  of  fitness  whose  real  aim  is  exclusion. 

Bhinhiidixb,  Cbab.  S.  and  Cohen,  Jacob  M.    Bai/a'  CltAs.    Pp.  136.    Price, 

tlJOO.    New  York:  The  Baker  and  Taylor  Company,  1914. 

Contains  in  Imef  compass  suggestions  for  tbe  formation  and  conduct  of 

dubs  for  bcqrs  (and  girls)  with  a  brief  parliamentary  guide,  typical  oonstitutions 

and  by-lawB,  and  many  hints  as  to  programs  for  meetings  and  various  other  aide. 

BowiST,  A.  L.     The  Mta»uremmi  of  Social  Phemmma.    Pp.  viii,  241.    Price, 

as.  6d.    London:  P.  S.  King  and  Son,  1916. 

The  author  has  departed  from  the  standard  of  his  previous  books  and  at- 
tempted to  write  a  popular  book  on  statistics.  The  result  of  his  effort  is  an 
interesting  comtMnatitm  of  statistical  technicalities  and  explanations  of  tbe  moat 
elementaty  character.  Tbe  book  was  aimed  to  reach  a  group  of  social  workers. 
It  is  imivobaUe  that  they  will  get  from  it  a  worldng  knowledge  of  statistical 


with  The  NeglocUd  Qirt.     Pp.  zix,  216;  iii,  113. 

Price,  S2.00.    The  Middle  Wett  Side;  with  Jfo(A«r«  Who  Mutt  Earn.    I^.  xiii, 

07;  viii,  223.    Price,  S2.00.    New  York:  RuseeU  Sage  Foundation,  1914. 

lliB  RusseU  Sage  Foundation  in  these  volumes  continues  the  publication 
of  investigatitms  made  under  its  auspices. 

In  tbe  flrvt  volume  is  a  study  of  boys  in  a  part  of  the  West  Side  (rf  New  York 
(Sty,  a  description  (A  their  daily  life  and  tbeir  troubles  as  well  as  troubles  caused 
by  them  iritioh  lead  them  into  the  court.    Hie  material  was  collected  by  Mr. 
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Edwin  M.  BairovB  and  Clinton  S.  Ghilds.  The  sooond  part  of  the  book  on 
The  Negleeted  Oai  was  wriUen  by  Miaa  Ruth  S.  True.  It  ia  ntiwr  ciUMUi  that 
■o  little  haa  re&Uy  been  written  on  the  neglected  ipri.  Mim  True's  study,  tfaare- 
fore,  of  actual  conditione  will  be  of  value. 

In  the  aeoond  Toluine  we  have  a  sketch  of  The  MiddU  Weat  Sid*  of  New 
YoA  aty  by  Otto  O.  Caitwright  and  a  study  of  Melken  Who  Mvtl  Bant  by 
Katharine  Anthraiy, 

At  first  glance  little  relation  may  appear  between  theM  books,  but  the  student 
is  moved  to  aok  if  the  mother  who  must  go  away  to  work  under  city  oondititHia 
does  not  offer  a  partial  expluiation  of  the  lawlsaa  boy  and  the  neglected  girl. 
Whether  these  descriptive  studies,  tberefme,  immediatdy  lead  to  any  ofaanges 
in  pufalio  ccxisciance  or  industrial  methods  it  must  be  reoc^niied  that  the  knowl* 
edge  of  actual  conditions  is  the  necessary  basis  of  all  wise  changes,  and  the 
dissemination  of  such  reports  by  the  Russell  Sage  Foundation  will  have  its  own 
real  influence  in  the  gradual  shaping  of  public  opinion  of  the  subjects  disriTnd. 

Bsiaoa,  John  E.    HUUtry  of  Social  Ltgislalum  in  loua.    Pp.  ziv,  444.     Prioe, 

S2.00.    GiLUM,  John  L.    Hittory  qf  Poor  Rdief  Legialation  in  lova.    Pp. 

xiv,  404.    Price,  S2.00.    Iowa  City:  The  State  Historical  Society  of  Iowa, 

191S. 

The  State  Historical  Society  of  Iowa  has  made  a  comnmidable  noord 
throu^  its  publication  of  monographs  dealing  with  the  history  of  the  stata. 
In  the  volumes  now  before  us  we  have  a  history  of  poor  relief  legislation  in  Iowa 
by  John  L.  Gillin,  which  is  probably  the  first  book  of  its  kind  emanating  from 
the  Middle  West.  Mr.  Gillin  has  done  an  exodlent  piece  of  woric.  He  outlines 
the  old  laws  of  the'territory,  describes  the  problems  of  Uw  almshouse,  outdoor 
reUef  and  the  care  of  defectives.  He  tells  what  has  been  dcme  and  indicatw 
very  plainly  many  things  which  have  not  been  done  and  an  left  for  the  futun. 

A  companion  book  is  the  one  on  HitU/ry  of  Social  Legidatitm  in  Jama  by 
J(dm  E.  Briggs,  in  which  the  public  health,  provisions,  care  of  prisoners,  defect- 
ives, pensioners,  laborers  are  discuBsed  in  chronological  <ffder. 

Both  volumes  contain  very  complete  notes  and  referKioes  to  the  statutes 
and  other  documentary  material. 

Capbn,  Edwabd  Wabben.    SocuHogieal  ProgrMi  in  Miaaion  Land*.     Pp.  2t3. 

Price,  tl.SO.     New  Yoric:  Reming  H.  Revell  Company,  1914. 

The  fact  that  the  father  of  the  author  of  this  volume  was  for  many  years 
the  head  of  the  American  Board  of  Fweign  Minimis  doubtless  has  much  to  do 
with  his  intocst  in  this  subject.  The  knowledge  growing  from  this  home  en- 
vironment, however,  Dr.  Capen  has  strengthened  and  widened  by  extensive 
journeys  around  the  world,  in  which  he  had  opportunity  to  observe  the  work 
of  the  fcseign  missions.  He  is  now  pnifeesor  at  Hartford  Thedc^ical  Seminary. 
He  writes  of  the  changes  he  has  found  bearing  on  education,  on  material  pros- 
perity, as  well  as  on  the  position  erf  wcunan,  ideals  of  the  famify,  development 
of  ethical  ideals,  pn^rees  in  social  reoonstruction  and  chriatianiBng  toidenaies 
in  non-Christian  religions.    He  has  given  us  a  bird's-eye  view,  as  it  were,  of 
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the  field  deBcribed  at  so  much  greater  length  yean  ago  by  Dennis.    Hiere  wiU 
be  numy  who  will  welconie  auoh  a  Bttay. 

Dbvd™,  Edwakd  T.     The  Normal  Life.    Pp.  233.    Price,  $1.00.    New  York: 

Surrey  Assooiatee,  Ino.,  1915. 

In  a  leriM  of  leotuiea  given  before  the  Social  Service  Corporation  of  Balti- 
mc»e  in  Felmiary  and  Msd^h,  1916,  Dr.  DevicQ  undato<A  to  emphstdie  the 
poHtive  rather  than  the  negative  ride  of  aooial  queetione,  speaking  therefore 
(tf  the  nonnal  life  rather  than  the  abnormal,  and  in  thia  little  volume  containing 
Uieee  lectom  we  have  infancy,  childhood,  youth,  maturity,  and  old  age  diacuaaed 
frcnn  the  standpoint  of  one  who  ia  tremendoualy  inUieated  in  social  welfare. 

like  aU  of  Dr.  Devine'a  writingB,  theee  ewayi  are  intaresting  and  stimulating. 

£ius,  Gbobok  W.    NeffTo  CvUtm  in  Wett  Africa.    Pp.  290.    Price,  COO.     New 

Yoric:  The  Neale  Publiehing  Company,  1914. 

Few  men  hav«  had  bettw  opportunity  to  study  the  n^ro  in  his  Afriean 
home  than  the  aotlKir,  irtto  for  eight  years  was  secretary  to  the  American  Lega- 
tion to  liberia.  Hiis  little  vtdume  is  an  account  of  the  culture  of  the  negroes 
with  whom  he  came  in  contact,  and  is  deeoiptive  of  their  Ufe  from  day  to  day. 

Approximately  half  of  the  volume  ia  given  to  their  proverbs  and  stories. 
He  deals  primarily  with  the  Voi  peoples.  . 

Kblloog,  Paui.  U.  (Ed.)  W<^ie-EaTmng  PUtdnirgh.  Pp.  xv,  682.  The  Pilte- 
bargh  Dittriet—Cimc  Fmidage.  Pp.  xviii,  664.  Price,  ti.SO  each.  New 
Yoric:  Survey  Aasooiatee,  Inc.,  1914. 

Both  volumee  ccHiaist  of  a  number  erf  artiotes  by  different  authora,  many 
of  which  have  already  appeared  in  the  original  Pituiiui^  survt^.  The  vahie 
of  the  articiea  is  enhanced  by  a  number  of  maps,  digrams,  and  illustrations. 
The  editor,  Mr.  Kdlogg,  has  now  made  availabte  for  public  uae  the  material 
collected  in  the  first  great  American  movement  toward  an  intensive  survey  of 
a  large  industrial  oommunity.  This  survey  has  played  a  rAlc  of  vast  importanee 
in  leading  the  way  toward  the  ascertainment  of  social  facts.  The  student  of  social 
science  cannot  but  regret  that  the  example  so  splendidly  set  has  not  been  followed 
on  a  large  scale  in  any  other  industrial  community. 

Mato,  Makion  J.     The  MenUU  Capacity  of  the  American  Nearo.     Pp.70.    PHce, 

85  cents.    Now  Ywk:  The  Science  Press. 

Thia  little  study  is  qa  attwnpt  to  determine  from  an  analysis  of  the  records 
made  from  whito  and  eok«ed  children  in  high  schools  of  New  York  City  the  rela- 
tive capacity  of  the  two  races.  The  author  recognises  that  the  old  tests  of  race 
superiority  and  inferiority  are  of  little  value.  He  thinka  that  this  method  will 
ultimately  give  us  very  impratant  reaulta.  Hie  study  and  the  method  is  to  be 
commended.  Whether  conclusione  baaed  on  this  material  are  sound  is  another 
question,  for  prt^rees  in  school  depends  not  merely  upon  individual  but  upon 
race,  background,  home  atmosphere  and  all  the  outside  stimuli  to  progress. 
Uttle  attention,  however,  is  piud  to  this  fact. 
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MooKEHZAS,  Wabbiin  E.    Tke  American  Indian  tn  the  Uniied  SUOaa.    Pp.  440. 

Price,  13.26.    Andover:  TTie  Aadovor  Prew,  1914. 

F^anknesa  aiid  candor  oeem  to  be  ohameteristio  of  this  w<^.  The  authcr  ia 
interested  primuily  in  neither  the  hiatorical  nor  the  ethnological  proUem  but 
in  the  piesent  welfaie  of  the  American  Indiana  now  living  in  the  United  States. 
Descriptiona  of  all  the  principal  groups  in  all  parts  of  the  country  an  given,  wiUi 
many  of  their  customs  and  peculiar  characteristics,  but  the  main  purpose  <rf  tint 
book  ia  to  reveal  the  situation  of  individuals,  tribes,  and  groups  as  a  levuH  ol  their 
care  or  lack  of  care  since  1850.  We  have  in  this  book  the  most  tnnik  and  fearten 
presentation  of  the  wrongi  inflicted  upon  these  defenselces  wards  of  the  govern- 
ment which  baa  yet  t^peared.  The  gigantic  land  steala  and  swindles,  the  indi- 
vidual and  collective  fleecing  of  near-citisens  and  helpless  women  and  children 
by  unscrupulous  land  grabbers  are  set  forth  in  all  their  shocking  detail.  The 
weakness  of  our  governmental  machinery  is  made  clear  without  penonal  malice  or 
incrimination.  The  faults  ate  due  to  politics  and  lack  of  publicity.  The  good 
features  of  our  Indian  policy  are  presented  fairly  and  with  appreciation. 

The  book  is  a  mine  of  information  for  the  social  student,  but  it  is  intended  to 
arouse  public  feeling  and  action  in  behalf  of  the  Indiim.  Written  for  this  avowed 
purpose,  it  is  remarkably  sane.     It  is  profusely  illustrated  and  well  indexed. 

RxDFiELD,  Gabpeh  L.    DvtMmie  EvotiOion.    Pp.  n,  210.    Price,  $1.50.     New 

York:  G.  P.  Putnam's  Sons,  1914. 

The  word  dynamic  is  used  here  in  the  purely  mechanical  sense.  Accumulated 
energy  in  parenta  is  transmitted  to  offspring.  Illustrative  material  is  drawn 
from  the  pedigrees  of  horses,  cattle,  dogs  and  men.  Energy  ia  acquired  by  use, 
such  as  training  in  trotters.  This  is  the  Lamarckian  theory  of  hereditary  trans' 
mission  in  a  new  form.  Longevity  in  man,  the  author  holds  to  be  c<niditioned 
by  the  age  of  parento.  The  older  the  parents  the  greater  the  expectancy  of  the 
child.  Peculiar  mental  abilitiea  correspond  to  the  characteriatica  of  parents  at 
various  ages;  t.  e.,  the  fathers  of  military  heroes  average  30  yean;  of  artista, 
musicians  and  literati,  31-40;  of  statesmen,  41-50;  of  philosophers,  51  and  over. 
The  data  seem  inadequate  for  such  generaliutions,  but  the  subject  cannot  be 
dismissed  without  further  investigation.  The  theory  is  to  be  reckoned  with, 
and  invites  corroboration  or  disproof  by  further  studies. 

Rkktks,  Edith.     Care  and  BdvcaUon  of  Crippkd  ChUdren  in  the  VnUed  SuUet. 

Pp.  zi,  262.     Price,  12.00.     New  York:  Survey  Associates,  Inc.,  IB14. 

Ordinarily,  few  people  realise  how  many  crippled  children  then  are  in  this 
oountry,  and  much  leas  the  detent  and  nature  of  the  inuvisioa  which  ia  made  lot 
their  care  and  education.  Miss  Reeves  has  rendered  a  genuine  service  in  the  ool- 
leotion  of  this  material  and  its  tranalation  into  available  form  by  the  studoit. 
While  nearly  every  sane  person  recognises  and  welcomes  the  developroent  of 
medical  science  and  the  resulting  saving  of  life  through  our  knoiriedge  of  how  to 
deal  with  the  sick  and  injured,  the  author  would  be  the  last  to  have  us  fwget 
that  prevention  of  aceident  or  sickness  is  a  greater  public  service  than  the  cure  of 
those  who  are  afOioted. 
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Roman,  Fkxdbrick  W.    The  Induttrial  and  Commercial  Sthoolt  <4  1A«  I7ntt«{ 
StofMOndeenwinv.    Pp.iv,382.    Price,  »1.50.  New  York;    G.  P.  Putnam's 
Swu,  1B15. 
A  comparative  study,  full  of  informative  detail.    Those  iatensted  in  vooa- 

tional  education  and  continuation  schools  niU  lead  the  book  in  its  entiiety.    To 

others  it  will  be  partioularly  serviceable  as  a  leference  work. 

SouNSB,  WnjJAU  Obaham.     (Ed.  by  Albert;  G.  Kdler.)    T}»  ChaUmgt  <^  FacU 

and  Other  B*»ayi.    Pp.  zii,  450.    Price,  $2.2S.     New  Havon:  Yale  Uuiver- 

uty  Press,  1914. 

For  this  tiurd  volume  of  the  late  ProfcsBoi  Sunmer's  writings  we  are  indebted 
to  the  careful  and  peisistent  reeearch  of  his  associate,  Professor  Albert  Galloway 
Keller. 

At  least  five  of  these  eaaaya  are  here  printed  for  the  first  time,  so  far  as 
I^ofeesiH'  Keller  can  discover.  The  twenty-fivo  others  had  become  inaccessible. 
It  is  obviously  impossible  to  attempt  in  a  review  even  to  outline  the  ground 
covered  by  the  author  in  such  varied  fields  as  are  indicated  in  some  of  the  subjects: 
Id  Reply  to  a  Socialist,  Who  Win  by  ProKresa,  FedenJ  L^islation  on  Railroads, 
Democracy  and  Responsible  Government,  Foreword  to  LjfncK-Law.  One  can  only 
exprees  hia  amaiement  that  ao  bu^  a  man  as  Profeeeor  Sumner  managed  to  do 
all  of  this  work.  One  must  be  equally  impressed  by  the  modesty  revealed  in  the 
fact  that  be  allowed  much  <rf  it  to  go  unpublished.  Professor  Keller  is  to  be  con- 
gratulated for  collecting  and  publishing  the  essays  of  one  of  the  most  interesting 
acd  virile  teachers  of  his  time. 

POLITICAL  AND  GOVERNMENTAL  PROBLEMS 

DnWrrr,  Benjaion  Pabkb.    Proffreatint  Movement.    Pp.  xii,  376.    Price,  SI  .SO. 

New  York:  The  Macmillan  Company,  1915. 

This  bocJc  is  nua«  than  a  eulogy  of  the  progressiTe  party.  The  author  realr 
iaee  there  are  men  in  all  parties  who  are  trying  to  place  the  government  more  fully 
within  the  ctmtrol  of  the  conununity  and  to  make  it  more  serviceable  to  the 
C(Hnmunity  at  large  and  especially  to  those  who  are  laboring  under  economic 
disadvantages.  He  describes  this  movement  within  the  various  political  parties 
in  teooit  times  and  th«i  takes  up  in  turn  the  national,  state  and  city  governments 
in  order  to  show  the  most  important  efforts  which  have  been  made  within  recent 
years  to  entrust  the  government  to  more  representative  men,  to  improve  its  struc- 
ture or  to  increase  its  usefulness.  While  he  exliibits  strong  sympathy  with  the 
progressive  party,  he  usually  tries  to  be  non-partisan,  and  he  states  the  results  of 
his  studies  in  a  moat  interesting  manner. 

Tlie  discussion  of  popular  control  of  the  government,  however,  ia  extremely 
weak.  Hie  word  "politician"  is  used  frequently  uid  only  in  a  disparaging  man- 
ner. The  author  nowhne  shows  that  he  realisee  that  the  running  of  our  gov- 
ernment requires,  in  addition  to  the  services  i^ch  ovi  puUic  officials  render  as 
such,  the  expenditure  on  the  part  of  a  targe  number  of  men  of  an  amount  of 
thought,  time  and  energy  which  ia  far  greater  than  can  be  expected  from  the 
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avenge  dtiiMn,  that  such  on  e:qwiidituTe  u  not  in  itnlf  an  evil  but  is  nwiiiliiil, 
that  the  inducing  of  suffioient  moi  of  the  light  type  to  make  this  nzpenditure  ia 
the  main  difficulty  in  aoy  real  reform  movement,  and  that  iinHiyTriininiitiiij 
abuse  of  those  who  do  this  work  adda  to  the  difficulty  and  injures  the  cauae  of  good 
govenunent. 

The  author  deplores  the  fact  that  in  some  places  it  is  neceesaxy  to  have 
watchera  at  the  polls  on  election  days 'and  i^e  that  policemen  should  be  oubsti- 
tuted.  He  fails  to  realice  that  the  work  done  on  election  day  is  only  a  wy  small 
part  of  the  work  done  in  a  campaign  by  men  who  have  strong  nmviotiona  and 
who  make  practical  efforts  to  have  those  convictions  adopted  by  the  electorate. 
His  opinion  that  police  supervision  would  be  sufficient  is  nnntniTig,  The  reviewo' 
himself  has  been  obliged  to  keep  from  voting  a  man  who  did  not  live  ia  the  divi- 
sion but  who  was  brought  to  the  poUing-place  by  a  policeman,  and  he  has  eau(^t 
another  policeman  repeatedly  violotii^  the  election  law.  Both  policemen  had 
secured  their  positions  by  the  method  which  is  said  to  secuie  efficient  and  faithful 
public  service.    They  were  no  worse  than  many  other  members  of  the  force.  ■ 

The  book  has,  it  is  true,  many  good  features.  But  it  does  not  show  that  ac- 
quaintance with  pc^tieal  conditiooa  which  is  essential  to  ss  adequate  discuasiDn 
of  our  B^tem  of  govemment . 

RoBKBT  P.  RXKDEB. 

PhUadtlphia. 

Mi^^vaBLiK,  AxDBxw  C.  and  Habt,  Albxbt  Bubbmull.    CydapetUa  4^  Ameri- 

eon  Ooemunmt.     (3  voit.)  ?p,  xxnii,  2290.    Price,  S22.fi0.     New  Ymk: 

D.Appleton  and  Company,  1914. 

The  classic  example  of  the  old  lady  who  was  well  informed  on  such  subjects 
ss  those  which  began  with  the  letters  A  to  D,  but  none  others,  because  she  had 
not  read  further  in  the  encyclopedia,  does  not  applj  to  reviewers  of  such  works. 
It  ia  a  safe  prediction  that  reviewers  of  encyclopedias,  academic  or  otherwise,  either 
sit  down  immediately  and  read  critically  a  few  sections  or  use  the  encyclopedia 
sa  a  refca«nce  work  for  a  time  and  then  give  their  judgment  resulting  from  this 
use.    Tbe  author  of  this  review  has  used  the  tatter  method. 

As  tested  by  a  year  of  use,  the  reviewer  feels  that  this  encyclopedia  is  one  that 
will  be  of  material  assistance  to  all  students  of  government  as  a  ready-at-hand 
reference  wodc.  Ev^i  on  those  subjects  that  come  within  the  owner's  siMcialty, 
the  etioyclopedia  wiU  offer  at  least  a  bibliography  of  secondary  and  original 
material  that  will  almost  invariably  prove  suggestive  and  valuable.  And  aside 
from  one's  specialty,  the  encyclopedia  presents  oonoisB,  readaUe  artio^  of  both 
general  and  informaticmal  value.  The  articles,  as  a  rule,  are  not  evasive,  but 
concise  and  "meaty."  What  this  means  with  referenes  to  the  mass  of  detailed, 
practical  information  presented  in  its  3,000  pages  is  bately  suggested  when  one  is 
told  that  the  index  alone  refers  to  13,fi00  topics. 

The  authors,  Piofeesots  Andrew  C.  MclAu^ilin  and  Albat  Bushnell  Hart, 
have  surely  realised  their  ambition  to  praeent  a  work  that  will  sui^y  "the  need 
for  a  usable,  succinct  and  oomprehensive  pieaentation  of  practical,  actual  and 
theoretical  government  in  America"  of  particular  use  not  so  much  to  Um  qieeialists 
who  will  be  aided  by  the  discussion  of  subjeeta  in  neigjiboring  fields  as  to  the 
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"general  reader  and  to  those  whooe  iiit«i«Bta  and  duties  call  them  to  the  study 
of  public  affairs;  it  is  meant  for  the  hbraiy,  the  study  table,  the  editorial  room, 
and  the  class  room."  There  ore  some  250  contributon  to  this  woi^,  including 
many  of  the  best  known  univerBity  men  in  America. 

CLTnB  Ltndon  Kino. 
UmstrtUy  oj  Permtvlvanta. 

MoBES,  RoBEBT.     T\t  CwH  Stnkt  of  Great  Britain.    Pp.  324.    Prioe,  ^.00. 

New  York:  Longmans,  Green  and  Company,  1914. 

The  thesis  of  this  doctoral  dissertation  is  eesentially  that  the  results  secured 
by  the  British  system  of  dividing  civil  service  employment  into  two  classes  (one 
open  to  university  graduates  and  practically  closed  to  others,  the  second  open  to 
ttU  comers  with  the  prerequisite  qualifications)  have,  on  the  whole,  proved  euc- 
ceeeful  and  beneficial  in  securing  high-grade  talent  in  the  public  service.  The 
author  feels  that  the  government  "should  see  that  ita  schools  educate  for  all  kinds 
of  work,  that  ability  and  promise  are  lifted  aa  far  as  pMsible  above  want  and  social 
handicap.  .  .  .  For  the  present  we  rnuat  recogniae  and  be  prepared  to  find 
men  who  ore  ambitious  and  diaeatisfied,  and  fof  whom  the  state  can  do  nothing; 
and  we  can  extend  only  our  sympathy  to  the  stenographer  or  clerk  of  long  stand- 
ing who  sees  himself  subordinated  to  recent  univeraity  graduates,  and  feels  that 
he  has  suffered  the  last  indignity." 

The  author  points  out  that  thea«  is  no  such  thing  as  really  open  oompetition 
in  the  United  Btatee  in  civil  service.  As  obstacles  separating  the  ablest  availaMe 
competitors  from  the  beet  available  positions  he  enumerates:  the  apportionment 
to  states,  the  practice  of  submitting  to  the  appointing  officer  the  names  of  three 
eligibtes  for  eaeh  vacancy,  the  low  standards  of  examinations  (or  all  but  the  tech- 
nical and  l^al  positions,  the  practice  of  preferring  disabled  veterans,  soldiers  and 
saikoB  for  all  civil  positions,  the  want  of  [otiper  waiting  lists  and  the  practice  by 
which  "candidates  bid  for  salaries" — that  is,  indicate  the  lowest  salary  that  they 
ore  willing  to  accept. 

It  is  ocmtended  that  the  personnel  wid  efficiency  of  the  civil  eervioe  should  be 
improved  by  "raising  educational  standards  and  salaries  and  making  a  definite 
appeal  to  men  of  the  highest  college  and  university  training,  and  to  those  especial^ 
prepared  to  choose  the  civil  service  as  a  career."  On  the  whole,  the  thesis  ia  a 
well  supported,  well  written  and  creditable  piece  of  research  work. 

Cltde  Ltndon  Kino. 
(/nwersity  t4  Penntylvanja. 

Tait,  William  Howard.     Th»  Anti-Truil  Act  and  the  Supreme  Court.    Fp.  13S. 

Price,  S1.36.    New  York:  Hoiper  and  Brothers,  1914. 

First  and  last  an  enormous  amount  of  hterature  has  been  written  upon  the 
various  decisions  of  the  Supreme  Court  under  the  Sherman  Anti-Trust  Act.  But 
it  may  be  confidently  asserted  that  never  has  there  appeared  a  more  keen  and 
searching  analysis  of  thoee  decisions  than  is  contained  in  ex-President  Taft's  little 
book  The  Anli-Tmti  Act  and  the  Supreme  Court. 

The  volume  begins  with  an  examination  of  the  common  law  rule  regarding 
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restraint  of  trade  and  cairies  the  leader  through  the  sucoeauve  mt«rpRt&ticaia 
of  the  Sherman  Act  by  our  bigheat  court,  doeiiig  with  a  brief  Hununary  of  ita 
effects  upon  buBineaa. 

Several  inteteating  pointa  are  made  by  the  author.  In  the  reviewer's  eeti' 
mation  one  of  the  moat  important  is  that  of  the  common  law  doctrine  of  the 
reaaonablenesB  of  restraint  of  trade  meaauTed  "by  the  ktwful  purpose  of  the  i»in- 
cipal  contract."  The  commoD  law  rule  of  reasonableness  did  not  and  doea  not 
extend  to  cases  where  the  jnaia  object  was  to  get  or  keep  another  man  out  of 
buaineaa  or  to  restriet  his  business  in  quantity,  prices  or  territory  (p.  II). 

In  Chapter  III  the  inadequate  preparation  of  the  first  Sugar  lYust  case  ia  forci- 
bly emphasiwd  as  one  of  the  cauaea  leading  to  the  dedsion  and  it  is  pointed  out  that 
Mr.  Justice  Harlan's  emphatic  diassnt  "repreeents  much  more  fully  the  prtMsit 
view  of  the  court."  The  author  takes  the  ground  that  both 'the  Trana-Miaaouri 
and  Joint  IVaffic  deciaions  were  baaed  upon  a  misconception  c^  the  common  law 
rule  of  restraint  of  trade  induced  partly  by  the  error  of  the  lower  court  in  holding 
the  arrangements  reasonable  at  common  law  and  partly  by  a  failure  to  interpret 
correctly  the  Mogul  Steamship  case.  In  other  words,  the  deciaions  of  the  court 
were  correct,  since  the  aTrangements  involved  were  not  reasonable  at  cammui  law; 
but  this  body  erred  in  the  grounds  upon  which  it  placed  thoae  deciaions. 
In  the  chapter  on  the  Oil  and  Tobacco  decisions,  the  author  endeavnra  to 
show  that  these  decisions  harmoniie  with  the  other  deciaions  of  the  Suprone 
Court. 

The  author's  view  of  the  Sieiman  Act  ia  that  under  the  oonstructicn  ot  the  Su- 
preme Court  and  measured  by  the  common  law  teat  this  measure  baa  ctmatituted 
all  the  law  neceosary  for  adequate  regulation  of  the  trusts.  It  ia  difficult  to  eacape 
from  this  conclusion  in  the  light  of  the  careful  analyaia  made.  Furthermore,  the 
author  pointa  out  that  under  the  oommon  law  interpretation  adopted  by  the  court 
there  is  no  need  of  any  doubt  in  the  mind  of  any  man  as  to  the  lepdity  of  any 
given  business  arrangements  under  the  Shennan  Act.  If  the  main  purpoaa  is  to 
reduce  competition  and  gtun  control  of  the  business  in  any  particular  bmnidi  and 
if  this  ia  not  a  mere  incidental  result,  the  snangment  is  a  violation  of  the  Sheimao 
Act  and  a  man  "muat  know  that  he  ia  violating  the  law  and  no  soi^iistiy,  no 
pretense  of  other  purpose  need  mislead  him." 

W.  B.  B.  8niTZN8. 
Columbia  Unwwtiiy. 

Vak  Hisb,  Csablbs  R.    ConeentnOim  and  Control.     (Rev.  Ed.)    Pp.  xiii,  208. 

Price,  S2.00.    New  York:  The  Maomillan  Company,  19U. 

When  Dr.  Van  Hise'a  book  first  appeared  aome  two  or  more  years  ago  the 
present  reviewer  criticiied  it  in  Tna  Annau  because  of  many  atatementa  which 
not  only  would  not  bear  careful  scrutiny  but  which  also  indicated  both  care- 
leasnesaand  lack  of  knowledge.  The  new  edition  seems  to  have  made  no  attempt 
to  correct  the  looae  and  erroneous  statements  of  the  old.  In  so  far,  therefore,  as 
this  is  Uie  case,  the  aecond  edition  ia  subject  to  the  same  criticisms  that  were  made 
in  the  earlier  review. 

The  new  matter  in  Concentration  and  Control  consiata  of  a  few  additicutal 
pages  in  the  chapter  on  the  Iawb  regarding  Oo<)peration  and  a  new  appendix  deal- 
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init  with  the  Trade  Commifision  and  the  Clayton  Acts  before  the  same  were 
paased.  Even  in  these  additions  of  but  a  few  pages  Dr.  Van  Hise  does  not  escape 
errors  and  misstatements  of  fact.  Thus,  be  declares  that  the  power  given  the 
Trade  Commission  by  the  House  Bill  of  prescribing  a  uniform  aystem  of  account- 
ing is  among  those  which  "have  already  been  exercised  by  the  Bureau  of  Corpora- 
tioiu"  (p.  287).  The  reviewer  confesses  soms  curioeity  as  to  where  Dr.  Van 
Hiee  derived  this  bit  of  information ;  when  has  the  Bureau  ever  exercised  any  suoh 
power,  and  finally  from  what  law  did  it  derive  this  authority.  Similarly  the  authtv 
is  somewhat  in  error  in  regarding  as  new  the  power  given  the  Trade  Commission 
"to  make  a  report  to  the  court  regarding  the  form  of  dissolution."  Apparently 
Dr.  Van  Hise  is  unaware  of  the  services  of  the  Bureau  of  Corporaticms  in  con- 
nection with  the  tobacco  dissolution.  Otherwise,  he  would  have  qualified  this 
statement  to  some  extent  at  least. 

W.  H.  8.  Stktbnh. 
Columbia  L'mitTgiiy. 

Hunt,  Gaillabd.  The  Deparlmmt  of  Slate  of  the  UniUd  Slaiet:  lie  History  and 
FwuHon.  Pp.  viii,  459.  Price,  S2.2S.  New  Haven:  Yale  University  Press, 
1014. 

Dr.  Hunt  has  not  attempted  to  write  a  popular  account  of  the  machinery  of 
our  foreign  relations,  but  has  liTnited  himself  to  a  careful  and  well-arranged  expo- 
sition of  the  various  functions  with  which,  from  time  to  time,  the  Department  of 
State  has  been  entrusted.  The  subject  is  of  necessity  somewhat  technical,  but 
the  pages  are  interspersed  with  int«teeting  incidents  and  examples  which  make 
clear  the  subject-matter  and  lighten  the  treatment.  The  Department  of  State 
has  cared  for  a  great  variety  of  matters  beside  our  foreign  relations,  which  are 
naturally  its  most  important  duty.  The  list  of  its  activities  includes  patents, 
census,  pardons,  Rupervision  of  the  affairs  of  the  territories,  care  (rf  the  Great 
Seal  of  the  United  States,  and  the  pubhcation  of  the  laws.  Obliged  to  cover  so 
wide  a  field,  the  author,  as  was  natural,  has  curtailed  his  consideration  of  those 
functions  of  the  Department  which  relate  to  the  conduct  of  our  relations  with  other 
states.  Nevertheless,  the  book  contains  a  wealth  of  detail  which  will  facilitate 
the  task  of  investigators.  It  is  to  be  hoped  that  in  some  later  publication  Dr. 
Bunt  will  give  a  fuUe;  treatment  to  the  Department  of  State  aa  our  Foreign  Office, 
and  not  confine  himself  quite  so  closely  to  the  documentary  side  of  his  subject. 
His  long  experience  in  the  service  and  his  personal  relations  with  his  colleaguea 
would,  if  recorded,  help  us  to  understand  the  actual  place  of  the  Department  of 
State  in  our  polity. 

INTERNATIONAL  QUESTIONS 

Fni-LBBTON,  W.  MoBTON.     ProbUme  of  Power.     (New  and  rev.  ed.)    Pp.  iiiT, 
390.     Price,  12.26.    New  York:  Charles  Seribner's  Sons,  1915. 
The  reviewer  recalls  the  keen  pleasure  with  which  he  read  this  most  stimu- 
lating book  when  it  first  appeared  in  1913.    It  then  impressed  him  as  a  most 
remarkable  "study  of  international  politics,"  to  quote  the  subsidiary  title,  written 
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by  u)  evident  intenutional  expert,  a  former  correspondent  of  the  London  Timti, 
and  one  who  unmktalubly  has  been  admitted  into  the  innermost  caroles — the 
eouHnet—oi  the  diplomacy  of  Europe. 

The  events  which  have  supervened  testify  in  a  striking  manner  to 
the  axtr&ordioBTy  knowledge  and  the  substantial  soouracy  di^ilayed  by  Hr. 
Fullerton  concerning  the  whole  field  of  European  politios.  When  irmpcmsible 
idealists  like  Ntnman  Angell,  and  responsible  statesmen  like  Lord  HaMane,  to- 
gether were  demonstrating  the  folly  and  the  entire  improbability  tA  ww,  Mr. 
Fullerton  in  a  moat  logioal,  forceful  manner  was  endeavoring  to  make  thinking 
men  face  the  realities  of  the  menacing  situation  in  Europe. 

It  is  true  that  the  author  has  his  leil'motift  to  emphasice,  namely,  bis  belief  io 
the  predominanoe  of  the  influence  of  eoonomic  interaete  and  of  public  opioian  in 
international  affairs.  He  also  sees  the  death  ag<miee  of  the  principle  (A  natioDality. 
But  it  must  be  oonfeesed  that  one  loses  inteieet  rather  in  hia  main  thesis,  and  be- 
comes absorbed  in  the  extraordinary  array  of  facts  he  pieeente  and  his  briUiBat 
comments  on  these  facts.  Mr.  Fullerton'i  work  does  not  compel  assent  so  much  to 
his  general  conclusions  as  it  enlarges  one's  mental  horiion  and  stimulates  clear 
thinking  through  the  clever  piesentation  of  powerful  facte  and  truths. 

ProbUmt  (^  Potoer  at  this  particular  time  is  a  book  that  all  earnest  students 
of  international  affairs  should  read  and  re-read  most  oonsdentiously.  No  other 
oontemporaneouB  work  presents  so  completely  and  convincingly  the  f undamBntal 
truths  not  only  in  respect  to  the  situation  in  Europe  but  also  in  nspeot  to  intov 
national  realities  in  general.  Americans  who  are  conscious  of  the  momentous 
fact  that  the  United  States  is  actually  a  uorld  poieer  should  not  fail  to  beed  the 
vital  lessons  that  Mr.  Fullerton  has  leiuiied  from  his  profound  study  <A  intv- 
nationat  politics. 

Philip  Maxbhaui  Bbowh. 
Prirteeton  Unioenity. 


The  importance  of  an  underatanding  of  the  problems  involved  in  interven- 
tion needs  no  argument.  I^actice  is  so  divergent  and  even  the  opinions  of  tezt- 
writMs  so  various  that  the  fc^mulation  of  a  doctrine  is  at  bbst  difficult.  Among 
such  a  mass  of  ocmflicting  examples  as  confronts  the  investigator,  it  is  often  haid 
even  to  express  wbtt  is  the  general  practice  on  specific  points. 

Mr.  Bodges  reviews  intervention  from  sncient  times  to  the  present,  "nie 
6iBt  portion  of  the  book  treats  political  intervention,  most  of  the  instances  of  which 
involve  policy  as  oontraeted  to  law  to  so  great  a  degree  that  its  underlying  ixin- 
oij^  are  and  perhaps  must  remain  confused. 

Non<politioal  intervention  is,  of  course,  the  phase  presenting  the  moat 
interesting  problems.  The  author  gives  a  summary  view  of  the  general  holding 
as  to  intervention,  for  protection  of  property  and  persons  of  citisens,  for  the  pro- 
tection of  missionaries,  on  the  grounds  of  humanity  and  for  the  colleati<m  of 
debts.    A  brief  review  of  the  so-called  right  of  asylum  is  included. 

A  chapter  on  non-intervention  bringa  out  some  strong  contrasts  as  to  tbeoiy 
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and  practice  among  the  nations  of  the  world.  The  main  diBCUSBion  closes  with  ft 
chapter  Bununariiing  the  status  of  the  attempts  to  limit  the  possiliHlitieB  of  inter- 
venticm  by  c<mtract  proTisions  and  municipal  law;  the  feeling  of  the  smaller 
Btatee  as  to  intervention  and  an  estimate  of  its  reeulta. 

Unfortunately  the  diacuaaion  is  preeented  in  language  which  often  lacks 
clarity  and  present-day  developments  enter  into  consideration  more  than  is  to  be 
expected  in  a  general  work.  Those  who  are  anxious  to  follow  the  subject  farther 
than  the  text  will  be  disappointed  in  that  the  author  often  omits  a  statement  of 
the  source  of  hia  material  when  discussing  recent  developmenta,  though  he  regu- 
larly  cites  hia  authority  when  quoting  from  the  standard  texts.  One  is  surpriaed 
also  to  find  that  apparently  no  use  has  been  made  of  The  Right  to  Protect  Citiiens 
in  Foreign  Countries  by  Landing  Forces,  a  memorandum  of  the  scdicitor  issued 
from  the  Department  of  State,  1912 — the  best  aununary,  eepecdalty  of  the  prac- 
tice of  our  govnnmait,  which  has  appeared.  The  neglect  of  United  States  pnu> 
tice  is  a  aerimis  defect.  Few  f(»«ign  countriea  have  temponuily  occupied  parts 
of  other  states  to  protect  the  safety  of  citiaens  and  thev  property  oftener  ihaa 
we,  and  it  is  these  repeated  actions  which  show  the  trend  of  development  in  the 
doctrine  of  interrention. 

Cbsbteb  Llotd  Jonbs. 
Umvernty  ttf  Witeoittin.  ' 

Anqell,   Nobhan.    Amu  and  Induttrt/.    Pp.  xlv,  248.    Price,  S1.2S.    New 

York :  G.  P.  Putnam's  Sons,  1914. 

The  author  of  The  Qreat  matUm  and  of  War  and  lAe  Worker  once  mora  writes 
moat  interestingly  in  furtherance  of  his  intellectual  uor  vpon  war.  Mr.  Angell 
has  won  wide  recognition  as  an  advocate  of  civilist  philoeophy  and  politics  as  op- 
posed to  the  nuUtarist,  but  his  argument  in  this  book  is  disappointing  in  presenting 
no  constructive  program.  Few  will  deny  hia  thesis  that  intelligent  self-interest 
and  cooperation  should  supplant  coercion  and  blind  physical  force  as  determi- 
nantB  of  international  as  well  aa  national  action,  but  the  author  fails  to  give  any 
intimation  as  to  how  this  desirable  end  can  be  attained  in  the  international  field. 
The  pessimistic  admissions  that  the  "prehuman"  elements  in  man  outnumber  his 
human  and  spiritual  ones,  that  "civiliiationisbutskindeep,"and  that  "manisso 
largely  the  unraflecting  brute"  might  be  met  with  stHnething  more  concrete  than 
social  oonoeptionalism,  and  men  lament.  Regatdkes  of  past  and  present  wars 
in  Europe,  some  content  yet  remains  in  law  and  in  compacts  still  observed,  of 
the  accomplishments  of  diplomacy.  Whether  Utopian  or  not,  former  President 
Taft's  Leofpie  oj  Ptaee  based  on  international  force  seems  constructive  in  com- 
parison with  Mr.  Bryan's  conceptionalism  of  the  world  and  America  peacefully 
slumbering  on  imaginary  "Isles  of  the  Blessed"  protected  by  inaooesnble  seas. 
The  six  lectures  of  the  book,  though  deUvered  in  a  most  important  group  of  Ger- 
man and  English  universities  some  time  pri(»  to  the  war,  do  not  seem  to  have 
ed  to  any  interdependent  or  cooperative  fluggeeti<Mia  there. 


D,j,i,z=db,Googlc 


306  The  Annau  or  thb  Ahxrican  Acadxmt 

LoNOFOUt,  J.  H.     The  EvobiUoa  of  New  Japan.    Pp.  166.    Price,  40  MnU. 

N.  Y. :  O.  P.  Putnam's  Sons. 

Alter  *  brief  hisbKical  sketch  of  Ji^Mn,  the  author  pteeents  Bummariee  of 
the  chief  features  of  Japanese  life  in  our  own  day.  The  discussion  is  eyinpathetie 
and  at  some  points  gloMes  over  defects  in  Japanese  eiviliuticm  gennlly  teeog- 
niied.  Among  foreign  influences  which  aie  discussed  that  of  En|j«nd  is  ipven 
decided  prominence.  Hie  mote  important  chapters  deal  with  Jsfwn'a  foreign 
pohcy,  social  reforms  and  the  struggle  for  natioaal  autonomy. 

Mabaoxa,   NAOicm.  (Ed.)  Japan   to   Amenta.    Pp.  ai,  236.    Priee,  S1.25. 

New  YoA:  O.  P.  Putnam's  Sons,  1914. 

Hiis  litUe  volume  containing  some  thirty-five  brief  easayj  ^m  the  pens 
of  Japanese  statesmen  and  leaders  of  tiMNight,  expressing  their  oandtd  aentimentfl 
on  Japanese-American  relations,  should  tie  helpful  toward  preserving  the  historic 
fiiendsbip  between  the  two  natioDS.  The  editor,  a  Japanese  newsp^ier  coiiu- 
pondent,  who  saw  swiee  during  the  PortsroouUi  peace  conf  oenee  and  subse- 
qoently,  is  to  be  commended  t<a  his  efforts  to  make  Japan  better  known  to 
Americans  and  America  better  known  to  the  Japanese, 

In  a  very  terse  and  direct  way  leading  Japanese  statesmen  like  IVemicr 
Count  Okuma  and  Privy  CounciUtK  Viscount  Koneko;  commercial  men  like 
Assno,  president  of  the  Oriental  Steamship  Company;  t>ankers  like  Boron  Sfaibu* 
saw»;  buaincM  men  like  Fukui  <rf  the  Mitsui  Products  Company  and  Otani  of 
the  Yohokama  Chamber  of  Commerce  and  professors  like  Suyehiro  and  others 
make  their  special  pleas  for  the  Japanese  view  vi  certain  diqnited  questions. 
But  Uiey  oil  emphoaiie  cofiperation,  frioidahip  and  peace  with  America  and  the 
spirit  of  the  meesage  they  desire  to  convey  is  encouraging  and  hopeful  for  good 
understanding  and  good  feeling. 

RoesKLL,  LiNDSAT.  (£d.)  America  to  Japan.    Pp.  xv,  318.    Price,  SI .25.    New 

Yc^:  G.  P.  Putnam's  Sons,  1916. 

This  txxA  is  in  response  to  Japan  to  (As  United  StaUe  published  in  lftl4. 
Mr.  Russell,  who  is  piMdent  of  the  Japan  Society  of  New  Ych^  modestly  an- 
ttounoes  himself  as  editor,  but  also  contributes  to  it  a  valuable  paper  tm  "America's 
Interest  in  tba  Orient."  The  book  contains  a  series  of  short  articles,  some  fifty 
in  number  from  stateamen,  college  presidents,  business  mm  and  others  expressive 
of  America's  good  will  to  Japan,  and  dealing  sensibly  with  points  of  danger.  It 
ought  to  aid  in  the  righteous  work  of  removing  misoonoeptions  and  cultivating 
on  honorable  and  profitable  friendship.  Such  on  antidote  to  the  apparent^ 
studied  attempt  to  create  animosity  and  misunderstanding  is  needed. 
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MISCELLANEOUS 

Bolton,  Herbebt  Euokkx.  (tnuu.)    Athanaae  D»  iHeiirt*  and  {Ac  LoiSnana- 
Ttxat  Fnmlier,  17B8-1780;  Doewneni*  jnMUhed  Jot  the  firU  Hmt,  from  1A« 
original  Spamik  and  Frmteh  matMterijtt,  ehiefijf  m  Iht  ardavet  of  Afexico 
and  Spain;  Iraadated  mto  BnjUA;  edited  and  imnolaled.     (2  vols.)    Pp.  743. 
Price,  S10.00.    ClereUnd:  Arthur  H.  OaA  CompaDj,  1914. 
Prafeamr  Bolton  has  creditably  ptafonaeid  a  difficult  task  in  selectiDg  from  a 
ooaaa  of  material  reapecting  De  M^Area  some  fifty-two  documenta  covering  a 
wide  range  of  this  intereatrng  {Venchman'a  activities.    De  M&uiree,  though 
belonging  to  the  finTDer  regime,  served  Spain  so  well  at  the  time  of  th«  tnuufer  of 
Louisiana  to  that  nation  that  ^Min  proposed  to  reward  him  with  the  govemmv 
ship  of  Texas.    He  was  an  explorer  of  the  territory  between  Louisiana  and 
Texas,  and  his  efforts  to  promote  the  mutual  advantages  of  these  provinces  and 
to  win  the  Indians  to  support  the  new  pohcy  of  ^>ain  were  important  in  the  at- 
tempt to  check  English  advance.    Tlie  dooum«its  deal  with  Indian  troubles  in 
Texas,  joint  oampaigus  of  Louigiaut  and  Texas  fiM«eB  against  the  Osagea  and 
Apaches,  the  expeditions  of  I77S  and  1779,  and  with  recommendations  for  re- 
fMms  in  the  province  of  Texas.    He  editor's  introduction,  which  coven  126 
of  the  351  pages  of  the  first  volume,  and  his  notes  give  evidence  of  his  care  in  the 
execution  of  this  work  which  is  the  first  in  a  proposed  series  of  original  documents 
from  foreign  aichives  relating  to  Spain  in  the  West. 
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increased,  36;  miniTnTiTn  wage  as  a 
means  of  restricting,  43;  need  of 
restrictive  legislation  against,  37; 
probabilities  as  to  future,  33;  reasons 
for  our  large  flow  of,  31 ;  result  of  un- 
restricted, S;  temporary  effect  of 
European  war  on,  37-38;  transfor- 
mation in  racial  composition  of  our, 
30. 

Imuioration,  the  War  ANn.  Frank 
Julian  Warne,  30-39. 

luMianATioN,  Unehplotvent  ANn. 
Frances  A.  Kellw,  40-44. 

Income :  Effect  of  unemplc^ment  upon, 
99;  importance  of  regularity  of,  100. 

Independence,  right  of  small  nations  to, 
246. 

Industrial  ocddenta:  Number  of,  in  the 
United  States,  267;  number  of  deaths 
caused  annually  in  the  United  States 
by,  257. 

depression,  causes  of,  19. 

efficiency:  Advancement  of,  114- 

115;  definition  of,  113;  dependence  of, 
upon  principles  of  industrial  partner^ 
ship,  186;  problem  of,  183.  See 
Efficiency. 

Inddbtrial  Efficibnct,  a  Punctiok- 

AUZEn    EUFLOTUENT    DsFABTHSNT 

AS   A  Factor  in.    Ernest  Martin 

Hopkins,  112-120.    - 
Inutibtrul  Efficibnct,  A  National 

Stbteu  of  Labor  Excbakobs  in 

rrs  Relation  to.    John  B.  Andrews, 

138-145. 
Indobtbial    Effichnct,  the  Pbin- 

CIPLBS  of,  ApPLIBD  TO  THB  FoBU  OF 

Corporatb  ORaANiZATiON.  Henry 
S.  Denniaon,  183-186. 
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iNDUanUAL     EaTABUBHUENT,     SdBN- 

TiFic  Manaoeubnt  Applied  to  thb 

SlKASTIIfa     OF     EluPIiOTUKNT,     AND 

lis  EiTECi  IN  AN.  Richard  A. 
FeisB,  103-111. 

Industrial  eatablii^uiieiita:  Igaorance 
of ,  as  to  their  high  labw  turn-over, 
129,  131;  importance  of  an  employ- 
ment  department  in,  104;  importance 
of  employment  in,  103;  proUem  of 
vraitilation  in,  178-179. 

iNDnsnuAL  Lbsbonb  or  the  £obo- 
PBAN  Wab,  Some.  John  Frioe  Jack- 
son, 45-50. 

Industrial  management,  relation  be- 
tween personnel  and,  1 12. 

org&niEation:  Effect  of  Civil  War 

on,  of  Black  Belt  of  Alabama,  191- 
193;  neoeeaity  of  codperatitm  in  an, 
107;  place  of  employment  depart- 
ment in  an,  114. 

plants:  Efforts  to  obtain  efficiency 

in,  174;  ueceaedty  of  having  artificial 
lighting  Byatems  in,  176;  need  of 
fresh  air  in,  177. 

relatkm    of    scientific 
ment  to,  of  a  country,  209. 

^picqwrity,  immigration  and  our,33. 

supremacy:  Reasons  for,  210;  re- 
lation between  conservation  and, 
209-210. 

Industry:  Analogy  between  war  and, 
127-128;  effect  of  European  war  on, 
4S;  effect  of  European  war  on,  in 
OcTmany ,  46 ;  effrata  of,  to  prevent  un- 
employment, 21 ;  first  effects  of  Euro- 
pean war  on  commerce  and,  in  United 
States,  6;  need  of  governmental  aid 
in,  4S-49;  r«gulariution  of,  17. 

Industrt,    the    Labor   Ttnui-orBR 

AND  THB  HUUANUINO  OP.    JoaCpb  H. 

Willita,  127-137. 

Indubtbt  and  Labor,  Eobopbam  War 
Intlubncbb  tfon  Amzbican.  Sam- 
uel Gompere,  4-10. 

Inqkrsoll,  C.  H.  Wai^-Or  Sdentifio 
Taxatimi,  ^62-256. 


International  agreements:  Guaranty  of 
transit  in  bond  by,  226-227;  natura 
and  necessity  of  sanction  in,  218-219; 
support  of  moral  sanction  to,  2 19- 

clearing  house,  London,  the  seat 

of  the,  60-61. 

commission,  establishmoit  of  a 

permanent,  221-2^. 

confnence,  results  of,   held  at 

Tbe  Hague  in  1900,  276. 

oimtrol,  object  of,  226. 

— '—  Council,  creation  of  an,  244. 
Interhattonal  Couvr,  an,  an  Inieb- 

national    Shebitf     and     Wobld 

Peace.    Talcott  Williams,  274-275. 
International  credit  lelaticms,  effect  of 

Europeui  war,  on,  61-62. 

def)end<noy,  «xt«nt  o(,  60. 

devdopntent,  public  opinion  and, 

229. 
guaranty  of  peace,  importance  of, 

236. 
inquiry,  submiwicm  of  diqnites  to, 

223. 
law:  Duty  of  United  Btatea  with 

r^aid  to  violated  principles  of,  232; 

effect  of  a  court  of  justice  cm,  277. 

liberty,  importance  of,  220-221. 

naval  force,  the  United  States  and 

her  share  in  thn,  244. 

wganisation:    Devdopment  in, 

21S;dutyofthe,226. 

peace,  stqie  necemary  in  estab- 
lishing, 229. 

polity:    Developments    powible 

undec  on,  225;  foundaticm  for  devd- 
opment  of,  223-224;  objects  of,  217- 
218;  purpose  of,  Z26. 

right  of  inquiry,  contributions  to 

building  up  of,  222. 

rights:  Fundomaital,  of  nations, 

220-221;  impwtance  of  safeguard- 
ing development  of,  217. 

Intebnattonal  Tbasb,  CokomuaAii 
iBonATioN  Vebbitb.  Monti  J.  Bonn, 
60-65. 

International  treaties,  value  of,  222, 
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InteniKtknialiBm:  Foundation  Ux  con- 
atructiveL  224;  the  European  mr  ss 
a  factor  in  the  advancement  of,  218. 

iNTKRNATUWALieH,      THE        BASIB      Of 

CoNBTBDcrtva.    W.  O.  S.  Adams, 

217-229. 
Italian  biuincM  housea,  number  of,  in 

Buenoa  Aires,  58. 
immigrants,  number  of,  in  1914, 

30. 

Jackson,  Johk  Pricx.  Some  Indus- 
trial Lessons  of  the  European  War, 
45-SO. 

Johnson,  Alba  B.  America's  Indus- 
triee  sb  Affected  by  the  European 
War,  1-3. 

JoHMBTON,  Frankun.  AmcricBD  Ex' 
port  Foliciee,  61-69. 

Kellor,  Frakcbb  A.  Unemployment 
and  Immigration,  40-44. 

KiKCHwxT,  Georob  W.  How  America 
May  Ccdtribute  to  the  Permanent 
Peace  <a  the  Woiid,  230-234. 

Labor,  adjustment  of  negro,  after 
Civil  War,  198-194. 

difficulties,  cause  of  large  percent- 
age of,  133. 

exchanges:  Attempts  to  eatabliah 

a  fedCTal  system  of,  in  tike  United 
Stat«e,  145;  national  system  of,  in 
Great  Britun,  139-140;  usefulneea 
of,  140. 

Labor  Excranoes,  A  National  8t9- 
TRU  or,  IN  ITS  Relation  to  Indus- 
trial ErnciUMCT.  John  B.  Andrews, 
138-146. 

Labor  force:  Degree  of  pernianency 
in  the,  117-118;  fluctuations  in  the, 
96;  remih  of  fliuctuation  in,  on  income 
<A  warktn,  97. 

market:  Condition  of  the,  in  the 

United  States,  140;  effect  <rf  immi- 
gration on,  22 ;  orgsnication  of  the,  41. 

movnneiit:  Attitude  of  inembera 
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of,  in  time  of  war,  7;  value  trf  the, 
9-10. 

organiiations,  value  of,  to  wag^ 

earners,  7. 

turn-over:  Advantages  resulting 

from  reduction  in,  136;  cause  of  high, 
134;  causes  for  a  large  percentage  of, 
116;  definition  of,  116,  128;  disad- 
vantages of  a  large,  122;  effect  (A,  on 
human  reaouroea,  128;  efforts  to 
solve  problem  of,  122-123;  ignorance 
of  industrial  eetabliahmoits  aa  to 
their  high,  129,  131;  improvement 
in  the,  IGO;  means  of  reducing  the, 
131-137;  reduction  of,  in  one  in- 
dustries establishment,  131;  resulta 
of  the  reduction  of,  131 ;  study  of,  in 
several  industrial  eetabliahments, 
128-129. 

Labor  Tttrn-over,  Trk,  and  thr 
EnuANiziNO  OP  Inodbtbt.  Joseph 
H.  WiUitB,  127-137. 

Latin  America:  Deaintbility  of  closer 
relations  between  United  States  and, 
232-233;  drawback  to  the  extension 
of  our  trade  with,  73;  effect  of  Euro- 
pean war  on  German  trade  with,  67; 
influence  trf  governmental  policy  on 
devd(q>ment  of  commercial  intra- 
oouree  betv/een  Unitod  States  and, 
68;  reasons  for  refusal  of  long  credits 
to,  by  Unit«d  SUtM,  73-74. 

Latin  Ahrrica,  What  cak  the 
United  States  and.  Do  fob  Each 
OthirT  Quvles  M.  Muchnic,  71-eO. 

Latin  American  trade:  Finance  as 
first  fundamentid  oeceeeary  for,  81- 
82;  record  of,  for  1913,  51;  trans- 
portation a  fundammtal  neoesrity 
for,  82. 

Latin  American  Trade,  Transpor- 
tation Faoutieb  Needed  For. 
Welding  Ring,  81-85. 

League  of  peace,  four  stagea  in  the 
conception  of  a,  281-282. 

London,  the  seat  of  the  international 
clearing  house,  60-61. 
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Machines,  inventiona  of  new,  a  cnuae 
of  imemployment,  154-155. 

Mantitactubebs,  SiuFLin&D  Cost  Ao 
couNTiNa  FOB.  Walter  B,  Palmer, 
165-173. 

Manufacturii^  at  a  loea,  diBcuseion  of, 
87-88. 

departmente,  lack  of  balance  be- 
tween different,  156. 

Mabbubq,  Theodobk.  World  Court 
and  League  of  Peace,  276-283. 

MxESEB,  RoTiu^  Some  Recent  Sur- 
veys of  Unempbyment,  24-29, 

Mbn,  the  Nbw  pHOJTBseioN  of  Han- 
DUNQ.    Meyer  Bloomfield,  121-126. 

Merchant  marine;  Efforts  to  eetablieb 
an  American,  84;  handicapB  in  the 
establishment  of  a,  84;  reason  for 
noD-^ziatence  of  a,  76-78. 

Monroe  Doctrine,  enforcement  of,  by 
Americans,  264. 

Motion  study,  laboratory  investiga- 
tions in,  214. 

MocHNic,  Chablks  M.  What  Can 
the  United  States  and  I^tin  America 
Do  for  Ea(^  Other,  71-80. 

Municipal  Employment  Bureau,  ee> 
tablishment  of  a,  in  New  Yoi^  City, 
13. 

MuNiciPAi.  QoVBBmiBNT,  Devblop- 
MSNT  or  Standabsb  in.  Henry 
Bru^  199-207. 

Municipal  in^eiency,  inrincipal  cause 
of,  204. 


ployment  in,  in  1914,  26;  oensua 
method  of  ascertaining  unemploy- 
ment in,  25-28;  concern  of,  in  imib- 
lem  of  unemployment,  13-14;  effect 
of  standardiiation  of  supidies  in, 
203-204;  establishment  of  a  Munici- 
pal Employment  Bureau  in,  13; 
major  lines  of  activity  in  standanlis»- 
tion  in,  202;  necessity  of  organising 
a  oommittee  to  deal  with  unemploy- 
ment in,  14;  percentage  of  unem- 
ployment in,  26-27;  problems  to  be 
dealt  with  by  oonunittee  on  unem- 
ployment in,  14-16;  tot«l  number  of 
unemployed  in,  16-16;  woric  aoomn- 
pliahed  by  committee  on  unemploy- 
ment in,  15-10. 

Ocean  transportation,  effect  of  develop- 
ment of,  on  immif^ration,  33. 

Organization,  importance  of  fitness  of 
employee  for,  106. 

Organised  labor  movemrait,  work  of, 
in  United  States,  7-8. 

society,  effect  of  Europesin  war 

on,  4. 

Output:  Effect  of  l^t  on,  176,  177; 
relation  of  ao^oit  prevention  to, 


PAUiBB,  WAi;rEB  B.    Simplified  Cost 
Accounting  for  Manufacturers,  166- 


Fanama,  sanitary  work  accomtdiabed 


National  conscience,  of  what  it  consists,      Peace 


Nationality,  importance  of  strengthen- 

iitg  right  of,  226. 
Nav^tion    laws,    objectiona    to    the 

present,  79. 
Neutral    powers:  Duties    of    United 

States    as    a    leader   of    the,    232; 

necessity  of  ooAperation  among,  232; 

United  States  as  leader  of,  240. 
Neutrality,  policy  of,  225. 
New  York  City:  Amount  of  unem- 


c^oup.  Business  of  congress  establuh- 
ing  a  permanent,  236;  disarmament 
as  a  means  of  bringing  about,  246; 
importance  of  an  international  guar- 
antee of,  236;  importance  of  United 
States  i-nainfjininjr  &  policy  of,  231- 
232;  international  guarantee  of,  236; 
international  police  force  as  a  means 
of  securing,  246;  of  world,  methods 
by  which  United  Statn  may  ocottarib- 
ute  to  pomanait,  233;  or^nization 
of  a  oongress  for  the  estabUahment  of 
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%  p«nium«nt,  236-230;  poaeibility  of 
constiuctive,  274;  Teasone  for  failure 
of  previous  leagues  of,  280;  resolu- 
tioDB  ombodying  economic  preseure 
u  a  means  of  conserving,  272-273; 
service  demanded  by  perpetual  and 
constructive,  275. 
FiACB,  Ahzbica'b  Possible  Contri- 
bution TO  A  CoNBTRUCnVE.      MoItIb 

HiUquit,  239-242. 

Pkacb,  Economic  Prissuu  as  a 
Mbanb  towabd  Conbervino.  Her- 
bert S.  Houston,  270-273. 

Peace,  How  can  Amebica  Bebt  CoN' 

TRIBOTE  towabd  CoNBTBnCnVE  AND 

DueableT  Charles  W.  Eliot,  243- 
244. 

Peace,  Woitu>  Cocbt  and  LuAQira  of. 
Theodore  Mwburg,  276-283. 

Peace  conference,  results  of  aeoond, 
held  at  The  Hague  in  1007,  277. 

Peace  or  the  Wobu),  How  Aherica 
Mat  Contrudte  to  the  Pzbma- 
NBNT.  Geoi^  W.  Kirchwey,  230- 
234. 

Pennsylvania,  efforts  of,  to  rdierve  un- 
employment, 45-46. 

Praeia,  population  of,  36. 

Poke,  number  of,  in  Uiuted  States,  31. 

Folish  immigrants,  number  of,  in  1S14, 
30. 

Political  relations  of  Central  and  South 
America  with  the  United  Statea, 
66-67. 

P(»to  Rico,  effect  of  discovery  of  hook- 
worm disease  in,  259-260. 

Production :  Frequent  changes  in  stand- 
ard, a  cause  of  unemployment,  156; 
increase  in,  174;  of  wealth,  impor- 
tance of  continued,  88-89;  results 
erf  la^»«cale,  174;  unemployment,  a 
problem  or  irregularity  in,  135. 

Profit  sharing,  aa  a  spin 


Public  employment  offices:  Extension 
of,  12;  provisian  of  federal  ^Mem  of. 


Publicity,  as  an  efficient  safeguard  of 
proper  conditions  in  a  factory,  160. 

RiNa,WELDiNO.  Transportation  Facil- 
ities Needed  for  lAtin  American 
Trade,  81-85. 

Roumania,  population  of,  36. 

Russian  immigrants,  number  of,  in 
1014,  30. 

Salaries,  standardisation  of,  204-206. 
Soientifio  employment,  importance  of. 


means  of  provid- 
ing coAperstion  among  cfmservess, 
216;  acoompliabments  of,  212-213; 
aims  fd,  208;  definitiiMt  of,  208; 
functions  of  management  under,  107; 
necessity  of  standardisation  under, 
109;  pooeibilities  of  greater  agricul- 
tural efficiency  through,  104;  rela- 
tion of,  to  industrial  position  of  a 
country,  209;  results  of,  162-1S3; 
stondardiEation  and,  212. 

SciBNTtnc  Manaoxubnt  AppLmD  to 
THX  STBAonNO  or  Euployvxnt, 
AND  ITS  EnrecT  m  an  Indubtriai. 
EsTABuamiiiHT.  Richard  A,  Feiss, 
103-111. 

SciBNTinc  Manaqeuwit  ab  a  Solti- 

TION  OF  THE  UNEltPIiOIVENT  PbOB- 

uat.    Morris  Llewellyn  Cooks,  146- 

164. 
SciENTinc      Manaqehent,      What, 

Means  to   America's  Indubtkial 

Position.    Frank  B.  Gilbreth  and 

Lillian  Moller  Gilbreth,  208-216. 
Scientific  methods,  applicatim  of,  to 

material  element  in  certain  Indus-  - 

tries,  211. 
Seasonal  demand,  a  cause  of  unem- 

pk>yment,  153-164. 
Self-sufficiency,  policy  of,  63-44. 
Selling  price,  ad<^tion  of  a  fixed,  86. 
Servia,  population  of,  36. 
Sbernian  law,  application  of,  to  export 

trade,  64-66. 
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Shipping  fadlitiefl  between  North  and 
South  America,  76-76. 

Sbcbtsb,  W.  Mobqan.  AoquisitiTe 
Stateooanship,  Z4{h2SI. 

Sourcfr«rRaiiisation,  vuioUB  forma  of, 
125. 

South  Amerioa:  European  control  of 
railwajw  in,  74;  extoit  of  European 
capital  in,  74;  iatcsniption  of  busi- 
atm  in,  82-83;  neoeaaitj'  for  Tq>re- 
Bcotation  in,  76;  opportunity  pre- 
sented United  Stat«e  for  establishing 
trade  with,  80;  reason  for  decrease 
in  conunerce  with,  79;  shipping  faeiti- 
ties  between  Nwth  and,  75-79. 

South  Akzrica,  tbk  Rxi-ations  of 
Cbktral  and,  ab  ArrwnXB  bt  thb 
EuBOPHAN  Wab.  LuiBF.Corea,66- 
70. 

South  Amarican  business,  ^stem  of 
credits  in,  72-73. 

Spantah  business  houses,  number  of,  in 
Buenos  Aires,  68, 

Stondsfd  spedfications  for  siqiplies, 
steps  neceosBiy  to  prepare,  203. 

Standardisation:  In  city  government, 
199,  206;  maJOT  lines  of  aotivity 
in,  in  New  Ycnic  City,  202;  meaning 
of,  19ft-200;  necessity  of,  in  priTate 
business,  201;  neoeasity  of,  under 
scientific  msjoagfiment,  109;  of  jobs, 
desirability  of,  llfi;  of  salaries,  201- 
206;  of  supplies,  eSect  of,  in  New 
York  City,  203-2M;  of  supplies 
specifications,  203-201;  opportunity 
for,  in  city  government,  206;  origin 
of,  in  cities,  201-202;  Tessooa  for  lack 
o!,  212;  scientific  management  and, 
212;  various  methods  of,  200-201. 

Standards:  Definition  of,  199;  evolu- 
tion ot,  in  fields  of  privat«  adminis- 
tration, 201;  methods  employed  in 
developing,  201;  vahie  of,  in  prcnnot- 
ing  efiSciency  in  government,  200. 

Standards,  Development  of,  in  Muni- 
cipal Govemnxot.  Henry  Bruire, 
187-198. 


AoQmamra.  W. 
Morgan  Shuater,  245-2S1. 

Stock:  Lack  of,  a  cause  of  unenqdoy* 
ment,  166;  taking  of,  a  cause  <4  un- 
employment, 166-167. 

Surplus,  distribution  of  the  earned,  186. 

Taxation:  Of  land  valuee,  advaotaCM 
of,  255-260;  unjustness  of,  263. 

Taxation,  Wab — ob  SaxNTinc.  C. 
H.  IngcnoU,  262-256. 

Taxes,  scientific  system  of  levying,  an 


He  Hague:  Results  of  intemational 
oonfaranoe  hdd  at,  in  IBOO,  276;  re- 
sults (d  second  peace  cratfbrence  held 
at,  in  1W7,  277. 

Transportation,  a  fundamental  neces- 
sary for  Latin  American  tirade,  82. 

Tbanbpobtation  Faciutikb  Nbedbd 
roB  Latin  Amkbican  Tbaue. 
Welding  Rfaig,  81-86. 

Turluy:  Tpimipy^ion  to  United  States 
from,  32;  population  of,  36. 

Unemployed:  Relief  provided  the,  19- 
20;  total  number  of,  in  New  Yotk 
City,  lfr-16. 

Unemployment:  A  omlinuous  ocmdi- 
tion,  21;  a  problem  of  industrisl 
disarrangement,  11;  a  problem  of 
irregularity  in  producticHi,  135; 
amount  (rf,  in  New  York  City  in 
1914,  26;  an  industrial  and  soeial 
t«oblem,  21 ;  OS  a  risk  of  bustoeas,  4 1 ; 
as  an  industrial  problon,  41;  avenge, 
of,  in  United  States,  40;  causes  of, 
22,  90-91,  147,  149,  160-161,  153- 
168,  159-161;  causes  oi,  in  boot  and 
shoe  nanufacturing  indusby,  162- 
163;  causes  of  ineSectivencs  of  deal- 
ing with,  11;  oensuB  method  of  aa- 
oertaining,  in  New  York  City,  26-2B; 
ooncem  <rf  New  Y<nk  City  in  prob- 
Vaa  of,  13-14;  conditions  of  produc- 
ing, 18;  dttta  cm,  in  fifteen  cities  of 
United  States,  28-29;  effect  <rf,  upm 
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income,  M;  efforts  of  Oerauny  to 
reUere,  46-47;  efforte  of  mdustry 
to  pnvent,  21;  efforts  of  Penn^l- 
vania  to  rdieve,  45-40;  elements  of 
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